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Rules and Regulations 


Title 6—AGRICULTURAL 
CREDIT 


Chapter IV—Commodity Stabilization 
Service and Commodity Credit Cor¬ 
poration, Department of Agriculture 

SUBCHAPTER B—LOANS, PURCHASES AND 
OTHER OPERATIONS 

(1960 C.C.C. Grain Price Support Bulletin 1, 
Supp. 1, Amdt. 1, Corn] 

PART 421—GRAINS AND RELATED 
COMMODITIES 


Subpart—1960-Crop Corn Loan and 
Purchase Agreement Program 

Settlement 


The regulations issued by the Com¬ 
modity Credit Corporation and the Com¬ 
modity Stabilization Service published 
in 25 F.R. 3920 and 5563, and containing 
the specific requirements for the 1960- 
crop corn price support program are 
hereby amended as follows: 

1. Section 421.5146(a)(1) is being 
amended to provide that the appropriate 
CSS commodity office shall determine the 
market discounts for loan corn which 
upon delivery grades No. 3 or better con¬ 
taining in excess of 14 percent moisture; 
and for corn grading below No. 3 (except 
for corn grading No. 4 on test weight 
°uly); so that the amended subpara¬ 
graph reads as follows: 

§ 421.5146 Settlement. 


(a) Settlement value—(1) Nonre¬ 
course farm-storage loans. In the case 
or corn delivered to CCC under nonre- 
farm-storage loans grading No. 3 
r . vi ter ’ or No * 4 on the fa ctor of test 
nrwl only but otlier wise grading No. 3 
nf er anc * containing not in excess 
bp m *f rcent moisture, settlement shall 
fm-nT 16 at the applicable support rate 
coun ty in which the corn was 
minJi Ce u* n Tlie su PPort rate so deter- 
corn pr h ui 1 be for the total quantity of 
f°r delivery subject to pre- 
“Schprtnf 11 ^ discounts shown in the 
in mn 13 and Discounts** 
letm i°q * C '9‘ Grain Pr ice Support Bui- 

S vaW ement 2 ' Corn - The s et«e- 

gradpc N Ue f 0r corn wh ich upon delivery 
No 3 «p better containing in ex¬ 
corn crrotr pe f* cent moisture; and for 
corng g r a rii 1 n g xJ )el0w No * 3 (exc ept for 
s hall be 4 on test weight only) 

^Plicabip 1 ^ 6 ^ at by deduc ting from the 
cnr^ S1C .^ 0unty support rate for 
Premiums anrt^- 0Ut reference to any 
discounts if d discounts) the market 
a Ppropriate as determined by the 
^scounts cvT?i^i5 omino d it y office. Such 
the market^ be l he ainount > if any, 

Cor n delivered 1 ^ i° f Quality of the 
Price of ed ls less than the market 

<*nt moisturp gr n din ? No * 3 with 14 Per¬ 
il such onrr, e ' Provzded > however. That 
C ln ls s °ld by CCC in order to 


determine its market price the settle¬ 
ment value shall not bo less than such 
sales price. If upon delivery to CCC 
the com contains mercurial compounds 
or other substances poisonous to man or 
animals, such corn shall be offered for 
sale for seed (in accordance with appli¬ 
cable State seed laws and regulations), 
fuel or industrial uses where the end 
product will not be consumed by man or 
animals, in which event the settlement 
value shall be the same as the sales price 
if so sold, or the settlement value shall 
be the market value, as determined by 
CCC, as of the date of delivery, if CCC 
is unable to sell such corn for such uses. 

2. Section 421.5146(a) (3) (i) is being 
amended to provide that the appropriate 
CSS commodity office shall determine 
the market discounts for corn delivered 
under purchase agreement which grades 
No. 3 or better containing in excess of 
14 percent moisture; and for corn 
grading below No. 3 (except for corn 
grading No. 4 on test weight only); so 
that Jhe amended subdivision reads as 
follows: 

(3) Purchase agreements —(i) Deliv¬ 
ered from farm storage. Settlement for 
com delivered to CCC from farm storage 
and purchased by CCC under a purchase 
agreement shall be made on the basis 
of weight, grade, and other quality fac¬ 
tors determined by a reinspection at the 
time of delivery. Settlement for eligible 
corn grading No. 3 or better, or No. 4 on 
the factor of test weight only but other¬ 
wise No. 3 or better and containing not 
in excess of 14 percent moisture and for 
corn of such grades bearing the special 
grade “Weevily” in addition to the nu¬ 
merical grade shall be made on the basis 
of the applicable basic county support 
rate for the county where produced sub¬ 
ject to the “Schedule of Premiums and 
Discounts** contained in the 1960 C.C.C. 
Grain Price Support Bulletin 1, Supple¬ 
ment 2, Corn. Settlement for eligible 
corn grading No. 3 or better containing 
in excess of 14 percent moisture; for 
corn grading No. 4 on the basis of factors 
other than test weight; for eligible corn 
grading No. 5; and for eligible corn of 
such grades bearing the special grade 
“Weevily** in addition to the numerical 
grade shall be arrived at by deducting 
from the applicable basic county support 
rate (without reference to any premiums 
or discounts) the market discounts, if 
any, as determined by the appropriate 
CSS commodity office. Such discounts 
shall be the amount, if any, the market 
price of the quality of the corn delivered 
is less than the market price of corn 
grading No. 3 with 14 percent moisture: 
Provided, however. That if such corn is 
sold by CCC in order to determine its 
market price, the settlement value shall 
not be less than such sales price. If 
upon delivery to CCC the corn contains 
mercurial compounds or other substances 
poisonous to man or animals, such corn 
shall be offered for sale for seed (in ac¬ 


cordance with applicable State seed laws 
and regulations), fuel or industrial uses 
where the end product will not be con¬ 
sumed by man or animals, in which event 
the settlement value shall be the same 
as the sales price if so sold, or the settle¬ 
ment value shall be the market value, 
if any, as determined by CCC as of the 
date of delivery if CCC is unable to sell 
such corn for such uses. 

(Sec. 4, 62 Stat. 1070, as amended; 15 U.S.C. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 105, 401, 63 Stat. 1051, 1054, as amended, 
Title II, 73 Stat. 178, 15 U.S.C. 714c, 7 U.S.C. 
1441, 1421) 

Issued this 12th day of August, 1960. 

Forest W. Beall, 

Acting Executive Vice President, 
Commodity Credit Corporation. 

[F.R. Doc. 60-7744; Filed, Aug. 17, 1960; 
8:51 a.m.] 


[I960 C.C.C. Grain Price Support Bulletin 1, 
Supp. 2, Amdt. 1, Grain Sorghums] 

PART 421—GRAINS AND RELATED 
COMMODITIES 

Subpart—1960 Crop Grain Sorghums 
Loan and Purchase Agreement 
Program 

Support Rate 

The regulations issued by the Com¬ 
modity Credit Corporation and the Com¬ 
modity Stabilization Service published in 
25 F.R. 3920, 4894, 5132 and 5215 and 
containing the specific requirements for 
the 1960-crop grain sorghums price sup¬ 
port program are hereby amended as 
follows: 

Section 421.5237(b) is amended by 
adding the following basic county sup¬ 
port rate: 

Iowa 

Rate per 

County hundredweight 

Dickinson___$1. 47 

(Sec. 4, 62 Stat. 1070, as amended; 15 U.S.C. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 105, 401, 63 Stat. 1051, as amended. 
Title II, 73 Stat. 178, 15 U.S.C. 714c, 7 U.S.C. 
1421, 1441) 

Issued this 12th day of August 1960. 

Forest W. Beall, 

Acting Executive Vice President, 
Commodity Credit Corporation. 

[F.R. Doc. 60-7746; Filed, Aug. 17, 1960; 
8:51 a.m.] 


[1960 C.C.C. Grain Price Support Bulletin 1, 
Supp. 1, Amdt. 1, Rice] 

PART 421—GRAINS AND RELATED 
COMMODITIES 

Subpart—1960-Crop Rice Loan and 
Purchase Agreement Program 

Support Rates 

The regulations issued by the Com¬ 
modity Credit Corporation and the Corn- 

7973 








7974 


RULES AND REGULATIONS 


modity Stabilization Service (25 F.R. 
4532) with respect to rice produced in 
I960 which contain specific requirements 
for the 1960-Crop Rice Price Support 
Program are hereby amended as follows: 

Section 421.5345(a) is amended to in¬ 
clude the final value factors for head and 
broken rice so that the amended para¬ 
graph reads as follows: 

§421.5345 Support rates. 

(a) Basic rates. The basic support 
rate per 100 pounds of rough rice shall 
be computed as follows: Multiply the 
yield (in pounds per hundredweight) of 
head rice by the applicable value factor 
for head rice (as shown in the table 
below according to class or variety). 
Similarly, multiply the difference be¬ 
tween the total yield and head rice yield 
(in pounds per hundredweight) by the 
applicable value factor for broken rice. 
Add the results of these two computa¬ 
tions to obtain the basic loan or purchase 
rate per 100 pounds of rough rice and 
express such rate in dollars and cents, 
rounded to the nearest whole cent. 

Value Factors for Head and Broken Rice 


Group 

Rice class or variety 

Head 

rice 

Broken 

rice 

I. 

Patna (except the variety 
Century Patna), and Rex- 
oro (except the variety 
Rexark). 

0.0884 

0.0354 

II. 

Blue Bonnet, Nira, and Rex¬ 
ark. 

.0804 

.0354 

Ill. 

Century Patna, Toro, For- 
tuna, R.N., and Edith. 

Blue Rose (including the 
varieties Improved Blue 
Rose, Greater Blue Rose, 
Kamrose, and Arkrose), 
Gulfrose, Magnolia, Ze¬ 
nith (including the varie¬ 
ties Gold Zenith and 
Golden Rose), Prelude, 
and Lady Wright. 

.0729 

.0354 

IV. 

0729 

.0354 

V. 

Calrose, Lacrosse, and Nato. 

.0704 

.0354 

VI. 

Pearl, Early Prolific, Cal- 
ady, and other varieties. 

.0079 

.0354 


(Sec. 4, 62 Stat, 1070 as amended; 15 U.S.C. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 101, 401, 63 Stat. 1051, 1054; sec. 302, 72 
Stat. 988; 73 Stat. 178; 15 U.S.C. 714c, 7 U.S.C. 
1421, 1441) 

Issued at Washington, D.C., this 12th 
day of August 1960. 

Forest W. Beall, 

Acting Executive Vice President , 
Commodity Credit Corporation. 

[F.R. Doc. 60-7745; Filed. Aug. 17, 1960; 
8:51 a.m.] 


Title 7—AGRICULTURE 

Chapter VIII—Commodity Stabiliza¬ 
tion Service (Sugar), Department of 
Agriculture 

SUBCHAPTER I—DETERMINATION OF PRICES 

[Sugar Determination 876.12] 

PART 876—SUGARCANE; HAWAII 
1960 Crop 

Pursuant to the provisions of section 
301(c)(2) of the Sugar Act of 1948, as 
amended (herein referred to as “act”), 
after investigation and due considera¬ 
tion of the evidence obtained at the 
public hearing held in Hilo, Hawaii on 


May 5, 1960, the following determination 
is hereby issued: 

§ 876.12 Fair and reasonable prices for 
the 1960 crop of Hawaiian sugar¬ 
cane. 

A producer of sugarcane in Hawaii 
who is also a processor of sugarcane 
(herein referred to as “processor”) shall 
have paid, or contracted to pay, for 
sugarcane of the 1960 crop grown by 
other producers and processed by him, 
or shall have processed sugarcane of 
other producers under a toll agreement, 
in accordance with the following 
requirements: 

(a) Toll agreements. (1) The rate 
for processing sugarcane under a toll 
agreement at Olokele Sugar Company, 
Ltd., and Kekaha Sugar Company, Ltd., 
shall be not more than the rate provided 
in the agreement between the producer 
and the processor applicable to the prior 
crop. 

(2) (i) The rate for processing sugar¬ 
cane delivered by a producer under a toll 
agreement to those processors listed 
below shall be not more than that estab¬ 
lished for each such processor. 


Processor 

Rate for 
process¬ 
ing . 

Delivery point 

Puna Sugar Co., Ltd. 

Kohala Sugar Co__ 

Percent 

30 

33 

45 

45 

45 

45 

45 

45 

45 

45 

Mill. 

Do. 

Loaded in trucks. 
Do.* 

Do.* 

Do.* 

Do.* 

Do. 

Do. 

Do. 

Laupahoehoe Sugar Co.... 
Hilo Sugar Co., Ltd_ 

Onomea Sugar Co_ 

Pepeekeo Sugar Co_ 

Hakalau Sugar Co., Ltd.. 
Paauhau Sugar Co., Ltd.. 
Hawaiian Agricultural Co. 
Hutchinson Sugar Co., 
Ltd. 


1 Where flumes are used to transport sugarcane from 
the field to the mill, the delivery point shall be alongside 
flume. 


(ii) The gross proceeds from sugar 
and molasses shall be determined in ac¬ 
cordance with the Standard Sugar Mar¬ 
keting Contract and the Standard 
Molasses Marketing Contract entered 
into by the producer, or his agent, with 
the California and Hawaiian Sugar Re¬ 
fining Corporation, Ltd. (a cooperative 
agricultural marketing association 
herein referred to as C & H) : Provided , 
That the gross proceeds so determined 
to be applicable to the sugar and mo¬ 
lasses recovered from the sugarcane of 
the producer shall be converted to dol¬ 
lars per hundredweight of sugar, raw 
value basis, for the purpose of applying 
the rate for processing. 

(iii) The applicable rate for processing 
established in this subparagraph for 
sugarcane of the producer shall cover 
(a) all transporting, handling, and proc¬ 
essing costs applicable to the producers* 
sugarcane from the delivery point speci¬ 
fied herein until the raw sugar and mo¬ 
lasses recovered therefrom leaves the 
bulk sugar bin or the molasses tank of 
the processor, except those costs incurred 
for insuring such raw sugar and molasses 
while stored therein; (b) the cost of in¬ 
suring such sugarcane against loss by 
fire to the same extent that sugarcane 
of the processor is insured ; (c) the costs 
of weighing, sampling, and taring such 
sugarcane; (d) the cost of general weed 
and rodent control other than in the 


sugarcane fields of producers and along¬ 
side the roads adjacent thereto; (e) the 
cost of all research and experimental 
work applicable to the production and 
processing of such sugarcane; and (/) in 
the case of Hilo Sugar Company, Ltd., 
if sugarcane of the producer is cut by 
hand because equipment was not avail¬ 
able to mechanically harvest his sugar¬ 
cane, and the Supplement to the Proc¬ 
essing and Agency Contract between the 
processor and such producer is applicable 
to such sugarcane, the rate for process¬ 
ing shall also cover the additional costs 
of handling and transporting the sugar¬ 
cane as provided by such Supplement. 

(iv) The sugarcane received from pro¬ 
ducers shall be handled and processed 
by the processor in a manner which is 
no less favorable than the handling and 
processing of the sugarcane of the proc¬ 
essor. The processor, in acting as agent 
of the producer, shall handle and deliver 
to C & H the raw sugar and molasses 
recovered from the sugarcane of the 
producer in a manner which is no less 
favorable than the handling and delivery 
to C & H of the raw sugar and molasses 
recovered from the sugarcane of the 
processor. The processor shall promptly 
transmit to the producer the amount of 
gross proceeds received for the sugar and 
molasses recovered from the sugarcane 
of the producer, less the applicable proc¬ 
essing rate, and less the expenses paid 
by the processor, as agent for the pro¬ 
ducer, pursuant to the toll agreement. 
Handling and delivery expenses shall be 
limited to those direct expenses paid by 
the processor as agent for the producer, 
but shall not include overhead charges 
of the processor. 

(b) Purchase agreements. (1) The 
price for sugarcane under adherent 
planter agreements shall be not less than 
the price determined in accordance with 
the agreement between the processor and 
the producer applicable to the prior crop. 

(2) The price for the producers’ share 
of sugarcane under cultivation contracts 
at Laupahoehoe Sugar Company shall 
be not less than the price determined in 
accordance with the agreement between 
the processor and the producer appli¬ 
cable to the prior crop. 

(3) The price for sugarcane unaei 
independent grower purchase as 1 ®®* 
ments shall be not less than the pn 
determined in accordance wltn ,r. 
agreement between the processor ana 
producer applicable to the prior c P- 
Provided , That the items of emaase 
which may be deducted in C0 ^P ut 1 1 l I J? itpc i 
returns for the 1960 crop shall be_1 

to the same items as for the 1959 crop, 
except that if the processor inC1 ?* , ise 
dling and delivery expenses otheiW^e 
allowable under the agrecnae 
which are incurred under abnorm , 
ditions which the Hawaii State ) S 
tural Stabilization and Conserv d 


lice, Honolulu, Hawaii, Oiereta refeued 
to as “State Office”) determines^usniy 


the incurrence of such expenses, 
expenses also may be deducted. ^ 

(c) Sugarcane trash and 
termination. The processed sh the 

mine the net weight and qua ^ ducer 
sugarcane received from the ^ P g re- 
and allocate sugar and . m QPror dance 
coveries to the producer m 
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with methods customarily used by the 
processor, or as may be agreed upon be¬ 
tween the processor and the producer, 
which will reflect the true weight, quality, 
and quantities of sugar and molasses re¬ 
covered from the sugarcane of the pro¬ 
ducer. 

(d) Overhead charges for services 
furnished producers. If the processor, at 
the producer’s request, furnishes labor, 
materials, or services used in producing, 
harvesting, and transporting the pro¬ 
ducer’s sugarcane, or transports the pro¬ 
ducer’s sugar or molasses from the mill 
to the port in the processor’s own equip¬ 
ment, the processor may charge in addi¬ 
tion to the direct costs of such labor, 
materials, or services, the applicable 
overhead expenses. Charges for such 
overhead expenses shall be based on esti¬ 
mated current budgets and adjusted 
after the end of the calendar year so as 
not to exceed the actual costs for such 
year. In addition, the processor may 
also charge a profit not to exceed 5 per¬ 
cent of the sum of the direct and over¬ 
head charges for such labor, materials, or 
services. Overhead expenses shall be 
limited to those which are properly ap- 
portionable under generally accepted 
accounting principles, as approved by the 
State Office. 

(e) Reporting requirements. The 
processor shall submit to the State Office 
a certified statement of the gross pro¬ 
ceeds and handling and delivery ex¬ 
penses paid under (1) purchase agree¬ 
ments providing for payment for sugar¬ 
cane based upon net returns from sugar 
and molasses, and (2) toll and agency 
agreements providing for the deduction 
of handling and delivery expenses on 
sugar and molasses from the gross pro¬ 
ceeds obtained therefrom. 

(f) Subterfuge. The processor shall 
not reduce returns to the producer below 
those determined in accordance with the 
requirements herein through any sub¬ 
terfuge or device whatsoever. 

Statement of Bases and Considerations 


(a) General. The foregoing determi¬ 
nation establishes the fair and reason¬ 
able rate requirements which must be 
met, as one of the conditions for pay¬ 
ments under the act, by a producer who 
processes sugarcane of the 1960 crop 
grown by other producers. 

((a. , Requirements of the act. Section 
(c) (2) of the act provides, as a con- 
Qiuon for payment, that the producer 
di farm who is also » directly or in¬ 
to* a *? rocess °r of sugarcane, as may 
havp eteri ? ine ^ Secretary, shall 

eithpr P ^ ld ’ ° r contra cted to pay under 
anv <M„? Urchase or to11 agreements, for 
and ^ arcan ® grown by other producers 

than P t^ eSS S by him at rates not less 
the sJw 6 may be determined by 
aftei S inviS-^ be fair and reasonable 
opportunftv 1 ? atl0n u and due notice and 
to t0 J Public hearing - 
of thp wo, J learin 9- A representative 

that actual 8 * 13 ^ Sugar Industr y> stated 
1959 cron m freight C ° StS ° n 

ton of sugar «fo amounted ^ $2.98 per 
estimate ^of to compared to the original 

Prior hearinc? ^ P ? r ton given at the 
Ping coS He stated that the ship¬ 
per Was . P lacing in operation 

vessels specially designed for the 


handling of bulk raw sugar and had filed 
with the Federal Maritime Board a pro¬ 
posed revised tariff (Freight Tariff 12-A) 
to become effective by the end of July 
1960, which was different in a number of 
important respects. He further stated 
that Tariff 12-A, a so-called ‘Tree-in- 
and-out” tariff, provided for a rate of 
$4.18 per ton of sugar compared to the 
current rate of $6.07 per ton; that under 
the proposed tariff the rate did not in¬ 
clude loading or unloading costs whereas 
the present tariff rate included the un¬ 
loading costs; that the unloading of the 
new type ships was estimated at $1.60 
per ton compared to $1.97 per ton for 
the old type ships; that excess storage 
costs at Hawaiian ports were expected 
to be higher; and that a net saving in 
total shipping costs of approximately 10 
cents per ton of sugar was expected 
under the new tariff. 

Puna Sugar Company (formerly Olaa 
Sugar Company); The representative of 
this company recommended a processing 
rate of 38 percent and continuation of 
the five percent profit charge on services 
furnished to growers. An alternative 
recommendation was made that if the 
processing rate remained at 36 'percent 
the profit on services furnished to grow¬ 
ers be increased to 10 percent. He 
stated, however, that for the 1960 crop 
the company was limited to a processing 
rate of 36 percent by agreement with 
producers. The witness stated that the 
maintenance of the distribution of 
profits resulting from the processing 
rates provided in the 1959 determination 
is considered to be both unfair and un¬ 
reasonable. He pointed out that the 
processors final estimates of producers 
.costs for 1959 were $4.40 less per ton of 
sugar than such costs estimated by the 
processor at the prior hearing. The 
witness maintained that if the final esti¬ 
mate of 1959 production costs had been 
available at that time the 1959 crop proc¬ 
essing rate should have been increased 
from 36 percent to 38 percent. He said 
that overhead charges on services fur¬ 
nished to producers were based on the 
costs for the previous year and adjusted 
at the end of the current year when 
actual costs became known. The witness 
stated he saw no reason to continue in 
the determination the alternative 
method of basing overhead charges for 
the current year on the actual ratio of 
overhead to direct costs applicable dur¬ 
ing the previous calendar year. 

The representative of producers at 
Puna, as in recent hearings, recom¬ 
mended that the delivery point for pro¬ 
ducers’ sugarcane be in trucks instead of 
at the mill. The witness stated that the 
costs of hauling and road maintenance 
were controlled by the processor and it 
was unfair to have the grower pay such 
costs when he is forced to buy that serv¬ 
ice from the company. He also recom¬ 
mended a processing rate of 32.4 percent, 
but stated that even that processing rate 
would favor the processor because the 
company receives additional revenue in 
the form of agency fees and the 5 percent 
profit on services furnished to producers. 
The witness presented data indicating 
that growers’ costs of production were 
higher than estimates made by the proc¬ 
essor of such costs. 


Kohala Sugar Company: The repre- 
sensative of this processor stated that 
although processing costs are continuing 
to increase in comparison to produc¬ 
tion costs, no increase in the processing 
rate for the 1960 crop was recommended. 
He stated that because of contractual 
agreements with producers Kohala did 
not put into effect the higher processing 
rate fixed by the 1959 crop determina¬ 
tion. He pointed out that the 1960 crop 
processing and agency contract had 
been amended to provide for a processing 
rate of 30 percent or such other per¬ 
centage as the Department of Agricul¬ 
ture shall determine for the contract 
year. The witness stated that antici¬ 
pated savings in marketing costs from 
the operation of a new bulk sugar load¬ 
ing terminal did not materialize because 
of a strike which prevented the opera¬ 
tion of the terminal. When the terminal 
begins operations they expect further 
savings in marketing costs which will 
be of direct benefit to the growers. 

A representative of the growers in 
this company area testified that a proc¬ 
essing rate of 33 percent was too high. 
He stated that producing and processing 
costs had increased in recent years and 
recommended that the processing rate 
not be increased and, if possible, that 
it be decreased. 

C. Brewer and Company (representing 
Hilo, Onomea, Pepeekeo, Hakalau, 
Paauhau, Hawaiian Agricultural, and 
Hutchinson sugar companies): The rep¬ 
resentative of these companies recom¬ 
mended a processing rate of 48.5 percent 
although he stated the companies would 
charge a rate of only 45 percent for proc¬ 
essing growers cane under Processing 
and Agency contracts for the 1960 crop; 
that the price factor provided in Inde¬ 
pendent Grower Cane Purchase Agree¬ 
ments at Hawaiian Agricultural Com¬ 
pany be determined fair and reasonable 
for 1960; that the five percent profit 
charge on services furnished to growers 
be continued; and that overhead charges 
on services furnished growers be adjusted 
to actual costs at the end of the calen¬ 
dar year only if by so doing at any com¬ 
pany would revise aggregate annual 
billings to growers as a group more than 
three percent. The witness stated that 
the cost ratio method of calculating the 
processing rate resulted in increases in 
the processing rate from 44.05 percent 
in 1956 to 48.53 percent in 1959 and that 
this trend is expected to continue in 
1960; that analysis of sugarcane pro¬ 
duction costs showed a marked down¬ 
ward trend; and that anticipated im¬ 
provements in the future in varieties, 
cultural practices, sugar recoveries, and 
in harvesting methods will tend to re¬ 
duce producing costs in greater degree 
than processing costs. 

The representative of producers at 
Hilo, Onomea, Pepeekeo and Hakalau 
Sugar Companies recommended that the 
delivery point for mechanically har¬ 
vested sugarcane be charged from “in 
trucks” to “at slings and at windrows”, 
and that profit on services furnished 
growers by the processor be eliminated. 
The witness stated that growers’ returns 
and costs for the 1959 crop showed a loss 
averaging 94 cents per ton of sugar. 
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Laupahoehoe Sugar Company: The 
representative of this company stated 
that 1958 and 1959 were high unit cost 
years for both producing and processing, 
and the same situation would exist in 
1960 since production still remained be¬ 
low average. He said that 1959 costs and 
estimates for 1960 indicated a fair and 
reasonable processing rate of 47.15 and 
48.06 percent, respectively, but since 
these costs were influenced by unusual 
circumstances they were not recom¬ 
mending an increase in the processing 
rate. He stated that all overhead charges 
to growers were adjusted to actual costs 
at the end of the year and that the al¬ 
ternative method of basing overhead 
charges on the actual ratio of overhead 
to direct costs applicable during the pre¬ 
ceding calendar year was not used. 

(d) 1960 price determination. This 
determination continues without change 
the provisions of the 1959 determination, 
except that the option allowing proc¬ 
essors to base overhead expenses for la¬ 
bor, material, or services furnished to 
the producer on the actual ratio of over¬ 
head to direct costs during the previous 
calendar year has been discontinued. A 
provision is included establishing the 
price payable for sugarcane purchased 
under cultivating agreements at Laupa¬ 
hoehoe Sugar Company. 

Consideration has been given to the 
recommendations and information sub¬ 
mitted at the public hearing; to supple¬ 
mental briefs filed since the hearing; 
and to the returns, costs, and profits of 
producing and processing sugarcane ob¬ 
tained by the Department in a field study 
during 1958. These cost data have been 
recast in terms of prospective condi¬ 
tions for the 1960 crop. 

The processing rates were increased 3 
percentage points for all processors by 
the 1959 determination. These increases 
were warranted primarily by a reduction 
in the costs of marketing producers’ raw 
sugar which resulted from lower freight 
rates on shipments to the west coast. 
Changes had also occurred in other cost 
relationships which tended to reduce the 
producers’ share and increase the proc¬ 
essors’ share of the total costs of pro¬ 
ducing and processing sugarcane. Esti¬ 
mates of the returns, costs and profits for 
the 1960 crop have been based upon an¬ 
ticipated production yields for 1960. 
Consideration has also been given to 
such data based on more normal produc¬ 
tion and yield estimates to reflect long 
term conditions. Analysis of all perti¬ 
nent factors does not indicate a basis 
for a change in the processing rates for 
the 1960 crop. 

The 1959 determination provided that 
overhead expenses on services furnished 
producers by processors be based on (1) 
the ratio of overhead to direct costs of 
labor, material or services during the 
calendar year 1957, or (2) on estimated 
current budgets adjusted at the end of 
the year to actual costs. All processor 
representatives testified that they had 
followed option (2) and preferred this 
method. They stated that there was no 
objection to deleting the option which 
permitted the use of the cost ratio for a 


prior year. Accordingly, that option is 
discontinued in this determination. 
Since the total direct and overhead 
charges represents a substantial part of 
producers’ costs of production, the use 
of a 3 percent tolerance as recommended 
by one processor could result in a sub¬ 
stantial increase in producers’ costs and, 
thus, the recommendation has not been 
adopted. 

This determination includes a specific 
provision establishing the basis of pay¬ 
ment for sugarcane purchased by Laupa¬ 
hoehoe Sugar Company from producers 
under a “cultivation contract”. Although 
this contract is in the nature of a leas¬ 
ing arrangement, the terms of the agree¬ 
ment provide that the company purchase 
the landlords’ share of the sugarcane. 
The provision serves to clarify the fair 
price requirements with respect to this 
type of contract. 

The recommendations of producers 
and processors for changes in the rate 
of profit charge by processors on services 
furnished to producers and for changes 
in the delivery point for sugarcane have 
again been reconsidered. However, it is 
believed that the provisions relating to 
these items are equitable under the cir¬ 
cumstances and, therefore, the recom¬ 
mendations have not been adopted. 

On the basis of an analysis and con¬ 
sideration of all the pertinent factors 
involved, the provisions of this determi¬ 
nation are deemed to be fair and reason¬ 
able. 

Accordingly, I hereby find and con¬ 
clude that the foregoing determination 
will effectuate the price provisions of 
the Sugar Act of 1948, as amended. 

(Sec. 403, 61 Stat. 932; 7 U.S.C. 1153. Inter¬ 
prets or applies Sec. 301, 61 Stat. 929 as 
amended; 7 U.S.C. 1131) 

Issued this 15th day of August 1960. 

True D. Morse, 

Acting Secretary of Agriculture. 

[F.R. Doc. 60-7747; Filed, Aug. 17, 1960; 

8:51 a.m.J 


Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

PART 953—LEMONS GROWN JN 
CALIFORNIA AND ARIZONA 

Manifest Report and Certificate of 
Assignment of Allotment 

Notice was published in the Federal 
Register issue of July 29, 1960 (25 F.R. 
7189), that the Department was giving 
consideration to a proposed amendment 
to the rules and regulations (Subpart— 
Lemon Administrative Committee Rules 
and Regulations; 7 CFR 953.100 et seq.), 
currently in effect pursuant to the ap¬ 
plicable provisions of the marketing 
agreement, as amended, and Order No. 
53, as amended (7 CFR Part 953), regu¬ 
lating the handling of lemons grown in 
California and Arizona. This regulatory 
program is effective under the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 UJS.C. 601-674). 


After consideration of all relevant 
matters presented, including the pro¬ 
posal set forth in the aforesaid notice, 
which was submitted by the Lemon Ad¬ 
ministrative Committee (established 
under the said amended marketing 
agreement and order as the agency to 
administer the terms and provisions 
thereof), it is hereby found that the 
amendment, as hereinafter set forth, is 
in accordance with the provisions of the 
said amended marketing agreement and 
order and will tend to effectuate the de¬ 
clared purposes of the Agricultural Mar¬ 
keting Agreement Act of 1937, as 
amended, and the said rules and regula¬ 
tions (7 CFR 953.100 et seq.) are hereby 
amended as follows: 

Delete the provisions of paragraphs 
(c) and (e) of § 953.170 arid substitute in 
lieu thereof a revised paragraph (c) as 
follows: 


(c) Manifest Report and Certificate 
of Assignment of Allotment ( LAC Form 
203 - 6 ) . Within twenty-four hours after 
any shipment of lemons is made to points 
within the continental United States or 
to Alaska or Canada, the handler thereof 
shall furnish to the committee a mani¬ 
fest report (sections (1) , (3) , and (4) , on 
LAC Form 203-6) of the lemons shipped. 
Such report shall show the rail car num¬ 
ber (if shipment is by rail) and the num¬ 
ber of cartons (or carton equivalents) of 
each size of lemons shipped. If the ship¬ 
ment was made under a size exemption 
certificate (LAC Form 201), the certifi¬ 
cate number shall also be shown. If 
the shipment was made by truck, section 
(2) of LAC Form 203-6, the certificate of 
assignment of allotment covering such 
shipment shall also be completed at the 
time of sale or transfer of such lemons. 
Each such certificate shall cover the total 
quantity of lemons shipped and shall 
show: (1) The date the lemons were 
actually shipped; (2) the handler’s in¬ 
voice number; (3) the name of the con¬ 
signee (purchaser or receiver); (4) the 
destination (address of consignee) ; (5) 
truck driver’s name, address and s ^ha* 
ture; (6) the date of loading; and (V 
if loose fruit, the net weight of the 
lemons and the equivalent number oi 
cartons shipped. Each Daily Manifes 
and Certificate of Assignment of Allot¬ 
ment shall be signed by the handler o . 
his authorized agent, and shall conta 
the handler’s address and a certificati j 
to the United States Department oi Ag¬ 
riculture and the Lemon Administrative 
Committee that the lemons hsted on 
such form are covered by an aUo £}. 
issued during the applicable regula_ 
period, under the provisions of the o » 
and the rules and regulations of ids 
Lemon Administrative Committee. j 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. i 
601-674) 

Dated August 12,1960, to becomeeffec^ ^ 
tive 30 days after publication in th 
eral Register. 

FloydF. Hedlund, 

Deputy Director, Fruit and l e' 
etdble Division, Agncultura 
Marketing Service . ^ 

[FR. Doc. 60-7730; Filed, Aug. 17, I 9 ' 
8:49 ajn.J 
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Title 14 — AERONAUTICS AND 
SPACE 


Chapter III—Federal Aviation Agency 

SUBCHAPTER E—AIR NAVIGATION 
REGULATIONS 

[Airspace Docket No. 60-WA-215] 

PART 601—designation of the 
CONTINENTAL CONTROL AREA, 
CONTROL AREAS, CONTROL 
ZONES, REPORTING POINTS, AND 
POSITIVE CONTROL ROUTE SEG¬ 
MENTS 


Modification of Control Zone 


The purpose of this amendment to 
§ 601.2014 of the regulations of the Ad¬ 
ministrator is to redefine the Norfolk, 
Va., Municipal Airport control zone. 

The Norfolk control zone is presently 
designated within a 5-mile radius of the 
Norfolk Municipal Airport and within 2 
miles either side of the southwest course 
of the Norfolk radio range extending to 
the Deep Creek, Va., fan marker. The 
Norfolk radio range is to be decommis¬ 
sioned in September of 1960, and it will, 
therefore, be necessary to redescribe the 
control zone extension. Consequently, 
the Norfolk control zone is redesignated 
within a 5-mile radius of the Norfolk 
Municipal Airport and within two miles 
northwest of the 221° True radial of the 
Norfolk VOR and 2 miles southeast of 
the Norfolk ILS localizer southwest 
course extending from the 5-mile radius 
zone to six miles southwest of the ILS 
outer marker. 

Since this action is minor in nature 
and merely redefines an existing control 
zone without substantially altering the 
airspace now designated, notice and pub- 
hc procedure hereon are unnecessary. 
However, since it is necessary that suffi¬ 
cient time be allowed to permit appro¬ 
priate changes to be made on aeronauti¬ 
cal charts, these amendments will be¬ 
come effective more than 30 days after 
Publication. 

In consideration of the foregoing, and 
Pursuant to the authority delegated to 
f c e n? y J he Administrator (24 P.R. 4530), 
foil 14 (24 F,R * 10571 ^ is amended as 


Norfolk, Va., control zon< 
(Municipal Airport). 

ev^ hin , a 5 “ mile radius of the geo- 
^aplucai center of the Norfolk Munici- 

ffitTO (La V 36 °53'45" N., Long. 76' 
• including the airspaci 
leiten? bya line 2 miles NW and paral- 
VOR 221 ° True radial of the Norfoll 
to thP ^i bne 2 miles SE and paralle 
from tv? 01 ^ olk ILS sw course extending 
6 radius zone to a poin 

0 miles sw of the ILS OM. 

tive^onnt mei V dmen t shall become effec- 
001 e s - t - September 22, 1960. 

49< ^S.C 07 l348^3 5 4 ) 13(a) * 72 Stat * 749 ’ 762 


Issued in Washington, D.C., on August 
11,1960. 


D. D. Thomas, 
Director, Bureau of 
Air Traffic Management, 


[P.R. Doc. 60-7709; Filed, Aug. 17, 1960; 
8:46 a.m.] 


[Airspace Docket No. 60-NY-25] 

PART 600—DESIGNATION OF 
FEDERAL AIRWAYS 

PART 601—DESIGNATION OF THE 
CONTINENTAL CONTROL AREA, 
CONTROL AREAS, CONTROL 
ZONES, REPORTING POINTS, AND 
POSITIVE CONTROL ROUTE SEG¬ 
MENTS 

Modification of Federal Airway, Asso¬ 
ciated Control Areas, Designated 
Reporting Points, and Control Area 
Extension 

On June 7, 1960, a notice of proposed 
rule making was published in the Federal 
Register (25 F.R. 4999) stating that the 
Federal Aviation Agency proposed to re¬ 
voke the segment of Amber Federal air¬ 
way No. 7, and its associated control 
areas, from Richmond, Va., to Philadel¬ 
phia, Pa., to modify the caption to 
§ 601.4107, and to redesignate the Wil¬ 
mington, Del., control area extension. 

No adverse comments were received 
regarding the proposed amendments. 

Interested persons have been afforded 
an opportunity to participate in the 
making of the rules herein adopted, and 
due consideration has been given to all 
relevant matter presented. 

The substance of the proposed amend¬ 
ments having been published, therefore, 
pursuant to the authority delegated to 
me by the Administrator (24 F.R. 4530) 
and for the reasons stated in the 
Notice, the following actions are taken: 

§ 601.4107 [Amendment] 

1. In § 600.107 (14 CFR 600.107; 25 
F.R. 1988), the following changes are 
made: 

(a) In the caption “ (Miami, Fla., to 
Daytona Beach, Fla., and Florence, S.C., 
to United States-Canadian Border).” is 
deleted and “(Miami, Fla., to Daytona 
Beach, Fla.; Florence, S.C., to Richmond, 
Va.; and Philadelphia, Pa., to the United 
States-Canadian Border ).” is substituted 
therefor. 

(b) In the text “Richmond, Va., RR; 
Washington, DC., RR; the intersection 
of the northeast course of the Washing¬ 
ton, D.C., radio range and the west course 
of the Philadelphia, Pa., radio range; 
Philadelphia, Pa., radio range station; 
Newark, N.J., radio range stationis 
deleted and “to the Richmond, Va., RR. 
From the Philadelphia, Pa., RR via the 
Newark, N.J., RR;” Is substituted there¬ 
for. 

2. Section 601.107 (14 CFR 601.107; 25 
F.R. 1988) is amended to read: 


§ 601.107 Amber Federal airway No. 7 
control areas (Miami, Fla., to Day¬ 
tona Beach, Fla.; Florence, S.C., to 
Richmond, Va.; and Philadelphia, 
Pa., to the United States-Canadian 
Border) • 

All of Amber Federal airway No. 7. 

3. Section 601.1378 (14 CFR 601.1378) 
is amended to read: 


§601.1378 Control area extension 
(Wilmington, Del.). 

The airspace S of Wilmington bounded 
on the N by VOR Federal airway No. 123, 
on the E by the New York control area 
extension (601.1066), and on the S and 
SW by the arc of a circle, with a 30-mile 
radius, centered on the New Castle 
County Airport (Lat. 39°40'42" N., Long. 
75°36'27" W.), and the airspace W of 
Wilmington bounded on the E by the New 
York control area extension (601.1066), 
on the S by VOR Federal airway No. 123, 
on the W by VOR Federal airway No. 93 
and on the N by VOR Federal airway 
No. 3. 


§ 601.4107 [Amendment] 

4. In the caption of § 601.4107 (14 
CFR 601.4107; 25 F.R. 1240, 1988) 

“(Miami, Fla., to Daytona Beach, Fla., 
and Florence, S.C., to United States- 
Canadian Border) .” is deleted and 
“(Miami, Fla., to Daytona Beach, Fla.; 
Florence, S.C., to Richmond, Va.; and 
Philadelphia, Pa., to the United States- 
Canadian Border) .” is substituted there¬ 
for. 

These amendments shall become effec¬ 
tive 0001 e.s.t., October 20, 1960. 

(Secs. 307(a) and 313(a), 72 Stat. 749, 752; 
49 U.S.C. 1348, 1354) 


Issued in Washington, D.C., on August 
11,1960. 


D. D. Thomas, 
Director, Bureau of 
Air Traffic Management. 


[F.R. Doc. 60-7710; Filed, Aug. 17, 1960; 
8:46 a.m.] 


Title 16—COMMERCIAL 
PRACTICES 

« 

Chapter I—Federal Trade Commission 

[Docket 7734 c.o.] 

PART 13—PROHIBITED TRADE 
PRACTICES 

Rayco Manufacturing Co., Inc., and 
Joseph Weiss 

Subpart—Coercing and intimidating: 
§ 13.350 Customers or prospective cus¬ 
tomers. Subpart—Combining or con¬ 
spiring: § 13.425 To enforce or bring 
about resale price maintenance; § 13.430 
To enhance, maintain or unify prices; 
§ 13.475 To restrict competition in buy¬ 
ing. Subpart—Dealing on exclusive and 
tying basis: § 13.670 Dealing on exclusive 
and tying basis: § 13.670-10 Clayton Act, 
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Sec. 3; § 13.670-20 Federal Trade Com¬ 
mission Act. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, sec. 
3, 38 Stat. 731; 15 U.S.C. 45, 14) [Cease and 
desist order, Rayco Manufacturing Company, 
Inc., et al., Paramus, N.J., Docket 7734, July 9, 
I960] 

In the Matter of Rayco Manufacturing 

Company, Inc., a Corporation, and Jo¬ 
seph Weiss, Individually and as an 

Officer of Said Corporation 

The complaint in this case charged 
one of the nation’s largest suppliers of 
automobile seat covers, convertible tops, 
mufflers, and related products with enter¬ 
ing into exclusive-dealing contracts or 
illegal price-fixing agreements with its 
independent retail dealers. 

Accepting a consent agreement, the 
hearing examiner made his initial deci¬ 
sion and order to cease and desist which 
became on July 9 the decision of the 
Commission. 

The order to cease and desist is as 
follows: 

It is ordered. That the respondent, 
Rayco Manufacturing Company, Inc., a 
corporation, and its officers, and re¬ 
spondent Joseph Weiss, individually and 
as an officer of said corporation, and 
respondents’ representatives, agents and 
employees, directly or through any cor¬ 
porate or other device, in connection with 
the offering for sale, sale or distribution 
of automobile seat covers, convertible 
tops, mufflers and any other products, in 
commerce, as “commerce” is defined in 
the Federal Trade Commission Act and 
in the Clayton Act, do forthwith cease 
and desist from: 

1. Selling or making any contract or 
agreement for the sale of any such prod¬ 
ucts on the condition, agreement, or 
understanding, expressed or implied, 
that the purchaser thereof shall not use, 
or deal in, or sell, or shall not advertise 
or otherwise promote the sale of any 
such products supplied by any competi¬ 
tor or competitors of respondents, or of 
products supplied by any others; or that 
the purchaser thereof shall not use, or 
deal in, or sell, or shall not advertise or 
otherwise promote the sale of, any such 
products supplied by any competitor or 
competitors of respondents, or of procf- 
ucts supplied by any others, without the 
prior consent of respondents; 

2. Selling or making any contract or 
agreement for the sale of any such prod¬ 
ucts on any conditions, agreement, or 
understanding, expressed or implied, 
which in any manner or to any extent 
shall limit the freedom of the purchaser 
thereof to use or deal in or sell or adver¬ 
tise or otherwise promote the sale of any 
such products supplied by any competi¬ 
tor or competitors of respondents, or of 
products supplied by any others; 

3. Selling or making any contract or 
agreement for the sale of any such prod¬ 
ucts on the condition, agreement or 
understanding, expressed or implied, 
that the purchaser thereof shall not ad¬ 
vertise, offer for sale, or sell, any such 
products at prices and discounts other 
than those specified or fixed by the 
respondents; 


4. Entering into, cooperating in or 
carrying out any planned common or 
concerted course of action, or any under¬ 
standing, agreement or conspiracy with 
independent dealers in any such prod¬ 
ucts, or with any others, to fix, establish 
or maintain the prices, discounts, terms 
or conditions of sale of any such 
products; 

5. Selling, or making any contract or 
agreement for the sale of, any such prod¬ 
ucts on the condition, agreement or 
understanding, expressed or implied, 
that the purchaser thereof shall be re¬ 
quired to: (a) Carry a full line of re¬ 
spondents’ products; or (b) Carry such 
specified quantities of respondents’ sev¬ 
eral products as may be determined by 
respondents; or (c) Refrain from the 
independent advertising of any such 
products, or any other products, or of 
the prices thereof; or (d) Enter into 
cooperative advertising of prices with 
other purchasers thereof; or (e) Ac¬ 
cept or acquiesce in any and all ad¬ 
vertising of prices undertaken on his 
behalf by respondents; or (f) Make pay¬ 
ments to the respondents, or at the di¬ 
rection of the respondents, to defray the 
costs of any advertising where done in 
furtherance of any of the acts and prac¬ 
tices from which respondents are re¬ 
quired to cease and desist by this 
paragraph arid paragraphs 1, 2, 3, and 
4 hereof; 

6. Entering into any contract, agree¬ 
ment or understanding which will per¬ 
mit respondents to cancel, or cancelling, 
or, directly or by implication, threaten¬ 
ing to cancel, any contract, franchise or 
selling agreement with purchasers of any 
such products because of the failure or 
refusal of such purchasers to comply with 
any of the conditions, agreements or 
understandings referred to in para¬ 
graphs 1, 2, 3, or 5 hereof; 

7. Entering into any contract, agree¬ 
ment or understanding which enjoins, 
or by any means enjoining or attempting 
to enjoin, any purchasers of. any such 
products from engaging in the business 
of buying and selling any such products 
for a period of five years following the 
termination of any contract, agreement 
or understanding with respondents, or 
for any other period; provided, however, 
that nothing contained herein shall be 
construed so as to prevent purchasers of 
any such products from respondents 
from voluntarily terminating any such 
contract subject to such reasonable re¬ 
strictions concerning their re-entry into 
business as may be lawful within the 
jurisdiction in which any such purchaser 
is located; 

8. Policing, enforcing or continuing in 
operation or effect any condition, agree¬ 
ment, understanding, act or practice 
from which respondents are ordered to 
cease and desist by the foregoing sections 
hereof; 

9. Performing any hct of intimidation 
or coercion through statements, oral or 
written, made by representatives of re¬ 
spondents, either at the time when a 
purchaser agrees to purchase any such 
products from respondents or during the 
course of any calls made upon such 
purchasers at their places of business or 


at any other place, or using any other 
plan, practice, system or method of 
doing business, for the purpose or with 
the effect of intimidating, coercing, or 
requiring purchasers of any such prod¬ 
ucts from respondents to do anything 
which respondents are ordered to cease 
and desist from requiring such pur¬ 
chasers to do by any of the foregoing 
paragraphs hereof. 

Provided, however. That nothing here¬ 
in contained shall be construed to limit 
or otherwise affect any resale price 
maintenance contracts which respond¬ 
ents may enter into in conformity with 
section 5 of the Federal Trade Commis¬ 
sion Act as amended by the McGuire 
Act (15 U.S.C. Sec. 45). 

By “Decision of the Commission”, etc., 
report of compliance was required as 
follows: 

It is ordered, That the respondents 
herein shall within sixty (60) days after 
service upon them of this order, file with 
the Commission a report in writing set¬ 
ting forth in detail the manner and form 
in which they have complied with the 
order to cease and desist. 

Issued: June 30, 1960. 

By the Commission. 

[seal] Robert M. Parrish, 

Secretary. 

[F.R. Doc. 60-7722; Piled, Aug. 17, 1960; 

8:48 a.m.l 


[Docket 7537 oj 

PART 13—PROHIBITED TRADE 
PRACTICES 

Ann J. Wacksman et al. 

Subpart — Misrepresenting oneself and 
goods — Business Status, Advantages or 
Connections: § 13.1425 Government con¬ 
nection. Subpart — Securing informa¬ 
tion by subterfuge: § 13.2168 Securing 
information by subterfuge. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 15 
U.S.C. 45) [Cease and desist order, Ann J. 
Wacksman trading as Allied Informa i 
Service, etc., Washington, D.C., Docket 75 » 
June 30,1960] 

In the Matter of Ann J. Wacksman, an 
Individual, Trading and Doing busi¬ 
ness as Allied Information Service, 
National Deposit System 
This proceeding was heard by a bear¬ 
ing examiner on the complaint m m 
Commission charging an mdmdual i 
Washington, D.C., with obtaining 
information of delinquent d cs 
through such subterfuges as represents 
falsely that debtor recipients ofherqu.^ 
tionnaires would receive asu and 
sum of money after filling them of 
returning them, and that an; in /the 
the U.S. Government was requesti g 
information. , f ro m 

Rejecting respondent on 

the initial decision, the c ?”£? m S 0C iifica- 
June 30, adopted it with jon 

tion as the decision of the Com 
The order to cease and desist 
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It is ordered, That respondent, Ann J. 
Wacksman, an individual, trading and 
doing business as Allied Information 
Service and National Deposit System, or 
trading and doing business under any 
other name or names, and respondent’s 
representatives, agents and employees, 
directly or through any corporate or 
other device, in connection with the busi¬ 
ness of obtaining information concerning 
delinquent debtors, or the offering for 
sale, sale or distribution of forms or other 
materials, for use in obtaining informa¬ 
tion concerning delinquent debtors, or in 
the collection of, or attempting to collect 
accounts, in commerce, as “commerce” 
is defined in the Federal Trade Commis¬ 
sion Act, do forthwith cease and desist 
from: 

1. Using the names “National Deposit 
System” and “Deposit System Certifi¬ 
cate”, or any other name of similar 
import to designate, describe, or refer to 
respondent’s business. 

2. Representing, directly or by impli¬ 
cation, that money has been deposited 
with them for persons from whom infor¬ 
mation is requested unless or until the 
money has in fact been so deposited, and 
then only when the amount so deposited 
is clearly and expressly stated. 

3. Representing, directly or by impli¬ 
cation, that request for information con¬ 
cerning delinquent debtors is from the 
United States Government or any 
agency, or branch thereof, or that their 
business is in any way connected with 
the United States Government. 

4. Using, or placing in the hands of 
others for use, any forms, questionnaires 
or other materials, printed or written, 
which do not clearly reveal that the pur¬ 
pose for which the information is re¬ 
quested is that of obtaining information 
concerning delinquent debtors. 

By “Final Order”, report of compli¬ 
ance was required as follows: 

* s further ordered, That the re- 
spondent, Ann j. Wacksman, shall, 
within sixty (60) days after service upon 
*;. er of this order, file with the Commis- 
sion a report, in writing, setting forth 
cL u ai1 the mann er and form in which 
has complied with the order con¬ 
tained m said initial decision. 

fcsued: June 30, 1960. 

Ey the Commission. 

[seal] Robert M. Parrish, 

Secretary. 

™ Doc. 60-7721; Piled, Aug. 17, I960; 

8:47 a.m.j 


Title 25—INDIANS 

Chap ; er I Bureau of Indian Affair 
e partmenr of the Interior 
SUBCHAPTER O—RIGHTS-OF-WAY—ROADS 

ART 161—RIGHTS-OF-WAY OVEI 
INDIAN LANDS 

Ruction of Map Requirements Ir 
Pipelines Ten ° re ^ OH a " d G ‘ 

Of Novembpr the Federal Registi 
November 10 , 1959, there was put 

No. 161 -- 


lished a notice of intention to amend 
portions of Part 161 of 25 CFR. It is the 
purpose of this amendment to eliminate 
the requirement for filing with the Bu¬ 
reau of Land Management certain rec¬ 
ords pertaining to rights-of-way across 
Indian lands and to correspondingly re¬ 
duce the number of maps that must be 
submitted by an applicant for a right- 
of-way. The term of tenure for grants 
of rights-of-way for oil and gas pipelines 
is being enlarged from twenty (20) years 
to fifty (50) years. Section 161.26(b) is 
being republished to correct an interior 
cross-reference. 

Interested persons were given an op¬ 
portunity to submit their comments, sug¬ 
gestions, or objections in writing on the 
proposed amendment within 30 days 
from the date of publication of the notice 
in the Federal Register. During the 
30-day period several comments, sugges¬ 
tions, and objections were received. 
These were thoroughly considered and 
discussed, and as a result of such con¬ 
sideration and discussions, a change has 
been made as set forth below: 

In § 161.19 the words: “and water con¬ 
trol projects including but not limited to 
dams, reservoirs, flowage easements, 
ditches and canals” have been added to 
the classes of rights of way which may 
be granted without limitation on dura¬ 
tion. 

The proposed amendment to the regu¬ 
lations, as so changed, is hereby adopted, 
and is set forth below. The amendment 
shall become effective at the beginning 
of the 30th calendar day following the 
date of this publication in the Federal 
Register. 

Elmer F. Bennett, 
Acting Secretary of the Interior. 

August 12,1960. 

1. Section 161.8(a) is amended to read 
as follows: 

§ 161.8 Maps. 

(a) Each application for a right-of- 
way must be accompanied by maps of 
definite location consisting of an orig¬ 
inal on linen tracing or other permanent 
and reproducible material and three re¬ 
productions thereof. Two originals shall 
be filed if the applicant desires the re¬ 
turn of an original showing the approved 
right-of-way. The field notes shall ac¬ 
company the application, as provided in 
§ 161.9. The width of the right-of-way 
shall be clearly shown on the original 
map. 

2. Section 161.16 is amended to read 
as follows: 

§ 161.16 Action on application. 

Upon satisfactory compliance with the 
regulations in this part, the Superintend¬ 
ent is authorized to approve the appli¬ 
cation by endorsing his approval on the 
map of definite location. Upon approval 
of the application/the Superintendent 
shall promptly notify the applicant, and 
thereafter the applicant may proceed 
with the construction work, if such per¬ 
mission has not been obtained under 
§ 161.5. The approved original right-of- 
way map bearing the written signature 
of the Superintendent shall be trans¬ 
mitted to the Commissioner. 
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3. Section 161.19 is amended to read as 
follows: 

§ 161.19 Tenure of approved right-of- 
way grants. 

All rights-of-way granted under the 
regulations in this part shall be in the 
nature of easements or permits for the 
periods stated therein. They are termi¬ 
nable upon abandonment or discontin¬ 
uance of the use for which granted. 
Rights-of-way for railroads, telephorfe 
lines, telegraph lines, public highways, 
and water control projects including but 
not limited to dams, reservoirs, flowage 
easements, ditches and canals shall be 
without limitation as to term of years. 
Rights-of-way for all other purposes 
shall be for a period of not to exceed 50 
years, as fixed by the Secretary and 
stated in the grant, and shall be subject 
to renewal for a like term upon compli¬ 
ance with the applicable regulations. 

4. Section 161.26(b) is amended to 
read as follows: 

§ 161.26 Telephone and telegraph lines; 
radio, television and other communi¬ 
cations facilities. 

* * * * * 

(b) Applicants engaged in the general 
telephone and telegraph business may 
apply for additional land for office sites. 
The maps showing the location of pro¬ 
posed office sites shall be filed separately 
from those showing the line of route, and 
shall be drawn to a scale of 50 feet to 
an inch. Such maps shall show enough 
of the line of route to indicate the posi¬ 
tion of the tract with reference thereto. 
The tract shall be located with respect 
to the public survey as provided in 
§ 161.10, and all buildings or other struc¬ 
tures shall be platted on a scale suffi¬ 
ciently large to show clearly their di¬ 
mensions and relative positions. 

[F.R. Doc. 60-7723; Filed, Aug. 17, 1960; 

8:48 a.m.] 

Title 43—PUBLIC LANDS: 
INTERIOR 

Chapter I—Bureau of Land Manage¬ 
ment, Department of the Interior 
APPENDIX*—PUBLIC LAND ORDERS 

[Public Land Order 2179] 

[Montana 028124] 

MONTANA 

Partially Revoking Certain Stock 
Driveway Withdrawals 

By virtue of the authority vested in 
the Secretary of the Interior by section 
10 of the Act of December 29, 1916 (39 
Stat. 865; 43 U.S.C. 300), as amended, it 
is ordered as follows: 

1. The departmental orders of March 
30, 1932, and September 14, 1932, estab¬ 
lishing Stock Driveway Withdrawals 
Nos. 229, Montana No. 14, and 233, Mon¬ 
tana No. 16, and the order of the Bureau 
of Land Management of April 18, 1952, 
as amended July 9, 1952, establishing 
Stock Driveway Withdrawal Montana 
No. 18, are hereby revoked so far as they 
affect the following-described lands: 
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RULES AND REGULATIONS 


Principal Meridian 

Stock Driveway Withdrawal No. 233, 
Montana No. 16 

T. 23 N., R. 18 E.. 

Sec. 2, Wi/ 2 Ey 2 and Ei/ 2 W^J 

Sec. 11, Wi/ 2 Ei/ 2 , Ey 2 Wy 2 , and SE^SE^; 

Sec. 13, Wy 2 NWV4, SEV4NW^, Ny 2 SW^, 

SE^SWV4. V/y 2 SEy 4 , and SE^SE^; 

Sec. 14, N y 2 NE 14 and SE^NE^; 

Sec. 24, lots 1, 2, and NE^NE^. 

T. 23 N., R. 19 E., 

Sec. 19, lots 4 and 5. 

Montana No. 18 

T. 23 N., R. 22 E., 

Sec. 20, lot 2; 

Sec. 21, lots 1, 3, and 4. 

Stock Driveway Withdrawal No. 229, 
Montana No. 14 

T. 30 N., R. 39 E., 

Sec. 2, SEV4NW& and SW«/ 4 ; 

Sec. 3, E y 2 SE y A \ 

Sec. 10, NE^SE*4 and NE y 4 ; 

Sec. 11, SW%; 

Sec. 14, NWV4NE^ and Ey 2 Wy 2 . 

The areas described aggregate 1,355.16 
acres. 

2. Lots 1, 2, and NE^NE 1 /^ of sec. 24, 
T. 23 N., R. 18 E., are patented lands. 
Lot 1 of sec. 21, T. 23 N., R. 22 E., is 
within Power Site Reserve No. 757 of 
February 7, 1922. 

3. The following lands will remain in 
Power Site Classification No. 301 of 
August 31, 1937: 

T. 23 N., R. 18 E.. 

Sec. 24, lots 1, 2, and Ny 2 NEi/4. 

T. 23 N., R. 19 E., 

Sec. 19, lots 4 and 5. -* 

T. 23 N., R. 22 E., 

Sec. 20, lot 2; 

Sec. 21, lots 1, 3, and 4. 

4. The lands are located in Blaine and 
Valley Counties. The topography is roll¬ 
ing to rough and broken. The soils 
range from loams to shallow and deep 
clays. The land supports a native vege¬ 
tative cover of grass and sagebrush. 

5. Subject to any valid existing rights, 
the provisions of existing withdrawals, 
including power withdrawals, and the re¬ 
quirements of applicable law, the lands 
are hereby opened to filing of applica¬ 
tions, selections, and locations in ac¬ 
cordance with the following: 

a. Applications and selections under 
the nonmineral public land laws may be 
presented to the Manager mentioned be¬ 
low, beginning on the date of this order. 
Such applications and selections will be 
considered as filed on the hour and re¬ 
spective dates shown for the various 
classes enumerated in the following 
paragraphs: 

(1) Applications by persons having 
prior existing valid settlement rights, 
preference rights conferred by existing 
laws, or equitable claims subject to allow¬ 
ance and confirmation will be adjudi¬ 
cated on the facts presented in support 
of each claim or right. All applications 
presented by persons other than those 
referred to in this paragraph will be sub¬ 
ject to the applications and claims men¬ 
tioned in this paragraph. 

(2) Until 10:00 a.m. on February 10, 
1961, the State of Montana shall have 
a preferred right of application to select 
the lands in accordance with and sub¬ 
ject to the provisions of subsection (c) 
of section 2 of the Act of August 27, 1958 


(72 Stat. 928; 43 U.S.C. 851, 852), and 
the regulations in 43 CFR. 

(3) All valid applications and selec¬ 
tions under the nonmineral public land 
laws presented prior to 10:00 a.m. on 
September 16, 1960, except from the 
State, will be considered as simultane¬ 
ously filed at that hour. Rights under 
such applications and selections filed 
after that hour will be governed by the 
time of filing. 

b. The lands have been open to appli¬ 
cations and offers under the mineral 
leasing laws and to locations under the 
United States mining laws. Provisions 
of the Act of August 11, 1955 (69 Stat. 
681; 30 U.S.C. 621), will continue to 
apply to the lands in power withdrawals. 

6 . Persons claiming preference rights 
based upon valid settlement, statutory 
preference, or equitable claims must en¬ 
close properly corroborated statements 
in support of their applications, setting 
forth all facts revelant to their claims. 
Detailed rules and regulations governing 
applications which may be filed pursuant 
to this notice can be found in Title 43 
of the Code of Federal Regulations. 

Inquiries concerning the lands shall be 
addressed to the Manager, Land Office, 
Bureau of Land Management, Billings, 
Montana. 

Fred G. Aandahl, 

Assistant Secretary of the Interior . 

August 11,1960. 

[F.R. Doc. 60-7724; Piled, Aug. 17, 1960; 

8:48 a.m.] 


[Public Land Order 2180] 

[Colorado 031895] 

COLORADO 

Partly Revoking Certain Reclamation 

Withdrawals (Colorado Big Thomp¬ 
son Project) 

By virtue of the authority vested in 
the Secretary of the Interior by section 
3 of the act of June 17, 1902 (32 Stat. 
388; 43 U.S.C. 416), it is ordered as 
follows: 

1. The departmental orders of March 
7, 1935; July 24, 1937, and August 20, 
1937, which withdrew lands for reclama¬ 
tion purposes in the first form, in connec¬ 
tion with the Colorado Big Thompson 
Project, Colorado, are hereby revoked so 
far as they affect the following-described 
lands: 

Sixth Principal Meridian 
T. 1 N., R. 75 W., 

Sec. 1, wy 2 NWi4, SW 14 , and SW^SE^; 

Secs. 2, 3, and 4; 

Sec. 5, lot 1, SE^NE^, Wi/ 2 , and Ey 2 SEV4; 

Secs. 6 and 7; 

Sec. 8, SW y 4 NE 14 , wy 2 , and wy 2 SE y 4 ; 

Sec. 9, Ny 2 , NEV4SW14, and Ny 2 SE* 4 ; 

Sec. 10, Ey 2 , NW 14 , Ei/ 2 SWy 4 , and 
N\vy 4 swy 4 ; 

Sec. 11, Ny 2 , SW^SEy4, and N^SE^; 

Sec. 12, W>/ 2 NEy 4 and NWy 4 ; 

Sec. 14,NWi4NEi4; 

Sec. 15, NE 14 SW 14 and NE^SE^; 

Secs. 17 to 20, incl.; 

Sec. 21, sy 2 ; 

Sec. 22, Sy 2 and Sy 2 Ny 2 ; 

Sec. 24, Wy 2 NE% and SW^SW^; 

Sec. 26, NW 14 SE 14 , NW&, Ny 2 SWV4, and 

swy 4 swy 4 ; 

Secs. 27 to 30, lncl.; 

Sec. 31, N y 2t SW y 4 , and N&SE&; 


Sec. 32; 

Sec. 83, NE%OT%, N%NW%, and Sy 2 SV 2 ; 
Sec. 34, SE&NE& and SW&SWft. 

T. 2 N., R. 75 W., 

Sec. 19, EV£; 

Sec. 20; 

Sec. 26, Wy 2 NE%, wy 2 , Sy 2 SEy 4 , and 
NW%SE%; 

Secs. 27 to 30, incl.; 

Sec. 31, lots 3 and 4, N^NE^, SE^NE^ 
SE^SWy 4 , and S%SE%; 

Sec. 32, NE y 4 , Ny a NWy 4 , sy 2 swy 4 , and 
Ey 2 SEy 4 ; 

Secs. 33 to 36, incl. 

T. 1 N., R. 76 W., 

Sec. 10, Sy 2 SEi4; 

Sec. 26, Ey 2 NE&, NW&NEJ4, and 
NEV4SE&; 

Sec. 36. 


T. 2 N., R. 76 W., 

Sec. 25.NE14SW&. 

T. 1 S., R. 76 W., 

Sec. 19, Ey 2 NE*4, SW&NE&, SWftNWft, 
and Sy>; 

Sec. 20, SWy 4 ; 

Sec. 25, SWy 4 NWy 4 , SW y 4 , and SW%SE%; 
Sec. 26, Sy 2 Ny 2 and Sy 2 ; 

Sec. 27, SE14NE14, Wy 2 NWy 4 , and Sy 2 ; 

Sec. 28, Ey 2 Ey 2 ; . 

Sec. 33, Ey 2 Ey 2 ; 

Secs. 34 to 36, inch 
T. 2 S., R. 76 W., 

Secs. 3 to 10, incl.; 

Secs. 15 to 21, Incl.; 

Secs. 28 to 33, incl, 

T. 2 N., R. 77 W., 

Sec. 24,NWi / 4SW^. 

T. 3 N., R. 77 W., 

Sec.25,SW&SE}4. 

T. 1 S., R. 77 W., 


Sec. 26, Ny 2 NW%; 

Sec.27,Wy 2 and SEJ4; 

sec. 28 , Ey 2 , Ey 2 wy 2 , and Nwy 4 Nwy 4 ; 

Sec. 29, NE&NE 14 and SEy 4 ; 

Secs. 30 to 33, incl.; 

Sec. 34, wy 2 and SEft. 

T. 2 S., R; 77 W., 

Secs. 1 to 29, incl.; 

Sec. 30, NE*4, Ny a NW&, SE^NWft, 

Ey 2 SW*4, Ey 2 SW&SEy 4 , SE&SE&, and 


NV 2 SE y 4 ; 

Sec. 31, lots 4 to 8, and 10 to 13, incl.; 
Secs. 32 to 36, incl. 


The areas described including' both 
public and nonpublic lands, total in the 
aggregate approximately 66,835 acres. 
The lands are for the most part with¬ 
drawn for the Arapaho National Forest, 
patented, or State-owned. A complete 
and accurate statement of the status 01 
any parcel of land affected by this order 
may be obtained from the Land Office 
Manager mentioned below. 

2. The land in sections 10 and 26, 1 . 
1 N., R. 76 W„ consist of extremely rougn 
terrain at an elevation of about 1 , 
along the east side of the canyon of 
Fraser River. There is no known access. 
The 40-acre tract in section 24, 

R. 77 W., lies at an elevation of 8,400 leet, 
about 3 miles northwest of Gian ay, 
Colorado. . . 

3. Subject to valid existing right- » 
existing withdrawals, and the 1 q by 
ments of applicable law, lands ar 
opened to filing of application 
tions, and locations in accoida 

the following, the national forest arm 
being opened to such forms °f 11 P , 
as may by law be made of su< * un der 

a. Applications and , sel ® c 1 t ‘°^ m ay be 
the nonmineral public land la ntion ed 
presented to the Manager order< 
below beginning on the date of ^ be 
Such applications and select re- 
ns filed on the ho 






Thursday, August 18, 1960 


FEDERAL REGISTER 


7981 


spective dates shown for the various 
classes enumerated in the following 

paragraphs: 

(1) Applications by persons having 
prior existing valid settlement rights, 
preference rights conferred by existing 
laws, or equitable claims subject to allow¬ 
ance and confirmation will be adjudi¬ 
cated on the facts presented in support 
of each claim or right. All applications 
other than those referred to in this para¬ 
graph will be subject to the applications 
and claims mentioned in this paragraph. 

(2) Until 10:00 a.m. on February 11, 
1961, the State of Colorado shall have a 
preferred right of application to select 
the lands in accordance with and subject 
to the provisions of subsection (c) of 
section 2 of the Act of August 27,1958 (72 
Stat. 928; 43 U.S.C. 851, 852), and the 
regulations in 43 CFR. 

(3) All valid applications and selec¬ 
tions under the nonmineral public land 
laws presented prior to 10:00 a.m. on 
February 11 , 1961, will be considered as 
simultaneously filed at that hour. Rights 
under such applications and selections 
filed after that hour will be governed by 
the time of filing. 

b. The lands have been open to appli¬ 
cations and offers under the mineral 
leasing laws, and some of them have 
heretofore been opened to mining loca¬ 
tion. The remainder shall be open to 
mining location at 10:00 a.m. on Febru¬ 
ary 11, 1961. 

4. Persons claiming preference rights 
based upon valid settlement, statutory 
preference, or equitable claims must en¬ 
close properly corroborated statements 
in support of their applications, setting 
forth all facts relevant to their claims. 
Detailed rules and regulations governing 
applications which may be filed pursuant 
to this notice can be found in Title 43 of 
the Code of Federal Regulations. 

Inquiries concerning the lands should 
be addressed to the Manager, Land Of¬ 
fice, Bureau of Land Management, 
Denver, Colorado. ' 

Royce A. Hardy, 

Assistant Secretary of the Interior. 

August 12,1960. 

[F.R, Doc. 60-7725; Piled, Aug. 17, 1960; 

8:48 a.m.] 


Title 46—SHIPPING 

Chapter I—Coast Guard, Departmen 
of the Treasury 

[CGFR 60-50] 

IN ^5 Ti °N OF PASSENGER VESSEL 
(INCLUDING PUBLIC NAUTICA 

t«vP 0L SH,PS) USING GROS 
tonnage CRITERION 

vescllf ,^ asic ^ Purpose of the passenge 
the Pnc!!f P ^ Ctl0n . laws administered b; 
life anrfk Guarc * is to promote safety o 
this rinm prop f r ty. The regulations ii 
the anni^f* 1 ^ are int ended to clarif; 
the v^i\ Catl0n to P ass enger vessels o 
chapter ^ nspec tion regulations in thi 
Wto accoIt e fL„ WS and re « ulations tak 

icalsi^ ^ ^ he Passenger vessel’s phys 
Well as ’.^^truction, and equipment, a 
intended service on routes o 


waters on which it is desired to be oper¬ 
ated or navigated, which are indications 
of the hazards to which such vessel may 
be subjected. The Commandant’s de¬ 
terminations in this respect for a par¬ 
ticular passenger vessel are stipulated in 
a certificate of inspection which states 
certain terms and conditions governing 
such vessel when in operation. 

The extent and scope of certain re¬ 
quirements are determined by the use of 
gross tonnage as an indication of vessel 
size and specific conditions are applica¬ 
ble when a vessel is over specific gross 
tonnages. Therefore, the gross tonnage 
of a passenger vessel is one criterion for 
invocation of safety requirements, in¬ 
cluding manning. Relative size has been 
found to have definite importance when 
safety standards must be applied. 

On occasion the gross tonnages of pas¬ 
senger vessels have been drastically re¬ 
duced by placement of openings or 
hatches in the sides and decks, by de¬ 
claring certain spaces to be “water bal¬ 
last spaces,” by cutting of openings in 
deckhouses, or by other devices so that 
the final gross, register tonnages as as¬ 
signed by the Bureau of Customs, De¬ 
partment of the Treasury, no longer re¬ 
flect true descriptions of the physical 
sizes of such vessels. Where this occurs, 
the intent of the passenger vessel regu¬ 
lations is vitiated and their purpose is 
frustrated. In one recent case a steam 
vessel with a normal gross tonnage, of 
over 1,000 was converted to diesel power, 
and through the adaption of certain 
spaces with piping, pumps, and so forth, 
and a claim that such spaces were “water 
ballast spaces,” together with the cutting 
of openings in deckhouses, the owner was 
enabled to reduce the vessel’s gross reg¬ 
ister tonnage to below 90. Obviously, for 
the purpose of safety, the application of 
passenger vessel requirements must be 
according to the relative physical size 
of the vessel rather than such an' arti¬ 
ficially contrived gross register tonnage. 

The Commandant has a responsibility 
and a duty to obtain a correct and uni¬ 
form administration of the vessel- 
inspection regulations (R.S. 4403, as 
amended, 46 U.S.C. 372). The passenger 
vessel regulations in Subchapters H 
(Passenger Vessels), P (Manning of Ves¬ 
sels) , R (Nautical Schools), or T (Small 
Passenger Vessels) in 46 CFR Chapter I, 
as well as referenced requirements in 
other subchapters, are applied in accord¬ 
ance with a concept of safety of a pas¬ 
senger vessel as applicable to a particular 
vessel of a relative size. For a passenger 
vessel where reduction of gross tonnage 
is attained so that the final gross register 
tonnage as assigned by the Bureau of 
Customs is no longer a valid criterion for 
the invocation of safety requirements 
based on the relative physical size of the 
vessel, the Commandant will consider 
such vessel to be of a size as if such re¬ 
ductions had not been granted. The 
determination that the gross register 
tonnage of a pessenger vessel does not 
reflect the correct relative physical size 
of the passenger vessel shall be initially 
decided by the Commandant. The 
parties involved will be informed of this 
determination. The Commandant will 
direct that such a passenger vessel sub¬ 


ject to Coast Guard certification, before 
being permitted to operate, shall comply 
with the requirements of. the regulations 
for vessels of its relative size. Reference 
to such requirements may be also made 
by appropriate endorsements or nota¬ 
tions placed on and made a part of such 
vessel’s certificate of inspection so that 
such vessel will be in compliance and 
maintained in accord with the concept 
of safety of passenger vessels as ex¬ 
pressed in the vessel-inspection laws and 
implementing regulations for passenger 
vessels. 

This Coast Guard policy shall apply to 
passenger vessels subject to certification 
by the Coast Guard. It is not intended 
to apply this policy to passenger vessels 
currently holding valid certificates of 
inspection until one of the following 
changes may occur: (1) At the time 
plans or drawings are submitted for ap¬ 
proval for a material alteration to an 
existing vessel, or for conversion of a 
vessel to a passenger vessel; or (2) at the 
time the vessel is readmeasured; or (3) 
at the time a request is submitted for the 
changing of service or route of a passen¬ 
ger vessel when such change increases 
or modifies the general requirements or 
increases the hazards to which it might 
be subjected. A determination as to the 
applicable regulations will be made at 
the time plans or drawings are submitted 
for approval of new construction as well. 

Because the regulations in this docu¬ 
ment describe a Coast Guard policy with 
respect to the application of vessel-in¬ 
spection and navigation laws and imple¬ 
menting regulations to passenger vessels, 
and in order to have a uniform adminis¬ 
tration of passenger vessel requirements, 
it is hereby found that the provisions of 
the Administrative Procedure Act (re¬ 
specting notice of proposed rule making, 
public rule making procedures thereon, 
and effective date requirements thereof) 
do not apply. 

By virtue of the authority vested in me 
as Commandant, United States Coast 
Guard, by Treasury Department Orders 
120, dated July 31, 1950 (15 F.R. 6521), 
167-9, dated August 3, 1954 (19 F.R. 
5915), 167-14, dated November 26, 1954 
(19 F.R. 8026), 167-20, dated June 18, 
1956 (21 F.R. 7605), and 167-38, dated 
October 26, 1959 (24 F.R. 8857), to pro¬ 
mulgate regulations in accordance with 
the statutes cited with the regulations 
below, the following regulations are pre¬ 
scribed and shall be in effect on and 
after September 1, 1960: 

SUBCHAPTER H—PASSENGER VESSELS 

PART 70—general provisions 
S ubpart 70.05—Application 

Subpart 70.05 is amended by adding a 
new § 70.05-20 reading as follows: 

§ 70.05—20 Gross tonnage as a criterion 
for requirements. 

(a) The regulations in this subchap¬ 
ter, as well as referenced requirements 
in other subchapters in this chapter, take 
into account the passenger vessel’s size, 
construction, and equipment, as well as 
its intended service on the routes or 
waters on which it is desired to be oper¬ 
ated or navigated, which are indications 
of the hazards to which such vessel may 
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be subjected. The Commandant’s de¬ 
terminations in this respect for a partic¬ 
ular passenger .vessel are stipulated in a 
certificate of inspection, which states 
certain terms and conditions governing 
such vessel when in operation. 

(b) In applying the laws and regula¬ 
tions to passenger vessels, one criterion 
for invocation of safety standards is the 
description of passenger vessels by rela¬ 
tive size in gross tons. When it is de¬ 
termined by the Commandant that the 
gross register tonnage for a particular 
passenger vessel, which is attained by 
exemptions, reductions, or other devices 
in the basic gross tonnage formulation, 
will circumvent or be incompatible with 
the application of specific safety require¬ 
ments in the passenger vessel regulations 
for a vessel of such physical size, the 
Commandant shall prescribe the regu¬ 
lations to be made applicable to such 
vessel. 

(c) When the Commandant deter¬ 
mines that the gross register tonnage is 
not a valid criterion for the invocation of 
safety requirements based on relative 
size, the parties involved will be informed 
of the determination and of the regula¬ 
tions applicable to such passenger ves¬ 
sel, and before being permitted to oper¬ 
ate such vessel, compliance therewith 
shall be required. Endorsements or no¬ 
tations on the passenger vessel’s certifi¬ 
cate of inspection may be made as appro¬ 
priate. 

(R.S. 4405, as amended, 4462, as amended, 46 
U.S.C. 375, 416. Interpret or apply R.S. 4403, 
as amended, 4417, as amended, 4426, as 
amended, 4488, as amended, sec. 10, 35 Stat. 
428, as amended, sec. 2, 45 Stat. 1492, as 
amended, sec. 2, 49 Stat. 888, as amended, 
sec. 5, 49 Stat. 1384, as amended, secs. 1, 2, 
49 Stat. 1544, 1545, as amended, sec. 3, 70 
Stat. 152, sec. 3, 68 Stat. 675; 46 U.S.C. 372, 
391, 404, 481, 395, 85a, 88a, 369, 367, 390b, 50 
U.S.C. 198; E.O. 10402, 17 F.R. 9917; 3 CFR, 
1952 Supp.) 


SUBCHAPTER P—MANNING OF VESSELS 

PART 157—MANNING 
REQUIREMENTS 

Subpart 157.15—Manning 
Requirements 

Section 157.15-1 is amended by adding 
a new paragraph (b) reading as follows: 


§ 157.15—1 Complement required by 

certificate of inspection. 

***** 

(b) One of the criteria used for invo¬ 
cation of manning standards is the de¬ 
scription of passenger vessels and public 
nautical school ships by relative sizes in 
gross tonnages. When it is determined 
under § 70.05-20 or § 167.01-8 of this 
chapter that a particular vessel has a 
Bureau of Customs’ assigned gross reg¬ 
ister tonnage which is not indicative of 
the relative physical size of the vessel, 
the manning shall be that applicable to 
a vessel of the greater relative size. 

(R.S. 4438, as amended, 4463, as amended; 
46 U.S.C. 224, 222) 


SUECHAPTER R—NAUTICAL SCHOOLS 

PART 167—PUBLIC NAUTICAL 
SCHOOL SHIPS 

Subpart 167.01—General Provisions 

Subpart 167.01 is amended by insert¬ 
ing a new § 167.01-8 reading as follows: 

§ 167.01—3 Inspection of school ships 
using gross tonnage criterion. 

(a) One of the criteria used for invo¬ 
cation of safety standards is the descrip¬ 
tion of school ships by relative sizes in 
gross tonnages. When it is determined 
in accordance with § 70.05-20 of this 
chapter that a particular school ship has 
a Bureau of Customs’ assigned gross reg¬ 
ister tonnage which is not indicative of 
the relative physical size of the vessel, 
the requirements in this part and the 
manning shall be that applicable to a 
vessel of the greater relative size. 

(R.S. 4405, as amended; 46 U.S.C. 375. In¬ 
terpret or apply R.S. 4417, as amended, 4418, 
as amended, 4426, as amended, 4428-4434, as 
amended, 4450, as amended, 4488, as 
amended, 4491, as amended, 41 Stat. 305, as 
amended, secs. 1, 2, 49 Stat. 1544, as amended, 
secs. 1-21, 54 Stat. 163-167, as amended, sec. 
3, 68 Stat. 675; 46 U.S.C. 391, 392, 404, 406-412, 
239, 481, 489, 363, 367, 526-526U, 50 U.S.C. 
198, E.O. 10402, 17 F JR. 9917, 3 CFR 1952 
Supp.) 


SUBCHAPTER T—SMALL PASSENGER VESSELS 
(NOT MORE THAN 65 FEET IN LENGTH) 

PART 175—GENERAL PROVISIONS 

Subpart 175.05 is amended by adding a 
new § 175.05-15 reading as follows: 


§ 175.05—15 Gross tonnage as a crite¬ 
rion for requirements. 

(a) The regulations in this subchap¬ 
ter, as well as referenced requirements 
in other subchapters in this chapter, take 
into account the passenger vessel’s size, 
construction, and equipment, as well as 
its intended service on the routes or 
waters on which it is desired to be oper¬ 
ated or navigated, which are indications 
of the hazards to which such vessel may 
be subjected. The Commandant’s deter¬ 
minations in this respect for a particular 
passenger vessel are stipulated in a cer¬ 
tificate of inspection, which states cer¬ 
tain terms and conditions governing such 
vessel when in operation. 

(b) In applying the laws and regula¬ 
tions to passenger vessels, one criterion 
for invocation of safety standards is the 
description of passenger vessels by rela¬ 
tive size in gross tons. When it is de¬ 
termined by the Commandant that the 
gross register tonnage for a particular 
passenger vessel, which is attained by 
exemptions, reductions, or other devices 
in the basic gross tonnage formulation, 
will circumvent or be incompatible with 
the application of specific safety require¬ 
ments in the passenger vessel regulations 
for a vessel of such physical size, the 
Commandant shall prescribe the regula¬ 
tions to be made applicable to such 
vessel. 

(c) When the Commandant deter¬ 
mines that the gross register tonnage is 
not a valid criterion for the invocation 
of safety requirements based on relative 
size, the parties involved will be in¬ 
formed of the determination and of the 
regulations applicable to such passenger 
vessel, and before being permitted to 
operate such vessel, compliance there¬ 
with shall be required. Endorsements or 
notations on the passenger vessel’s cer¬ 
tificate of inspection may be made as 
appropriate. 

(Sec. 3, 70 Stat. 152; 46 U.S.C. 390 b) 

Dated: August 9, 1960. 

[seal! J. a. Hirshfield 

Vice Admiral, US. Coast Guard, 
Acting Commandant. 

[F.R. Doc. 60-7733; Filed, Aug. 17, l 960 ’ 
8:49 a.m.] 
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DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR (1954) Part 1 ] 

INCOME TAX? TAXABLE YEARS BE¬ 
GINNING AFTER DECEMBER 31 r 

1953 

Life Insurance Companies 

Notice is hereby given, pursuant to 
the Administrative Procedure Act, ap¬ 
proved June 11, 1946, that the regula¬ 
tions set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, with 
the approval of the Secretary of the 
Treasury or his delegate. Prior to the 
final adoption of such regulations, con¬ 
sideration will be given to any comments 
or suggestions pertaining thereto which 
are submitted in writing, in duplicate, to 
the Commissioner of Internal Revenue, 
Attention: T:P, Washington 25, D.C., 
within the period of 30 days from the 
date of publication of this notice in the 
Federal Register. Any person sub¬ 
mitting written comments or sugges¬ 
tions who desires an oportunity to com¬ 
ment orally at a public hearing on these 
Proposed regulations should submit his 
request, in writing, to the Commissioner 
withm the 30-day period. In such a 
case, a public hearing will be held, and 
notice of the time, place, and date will 
oe published in a subsequent issue of the 
Federal Register The proposed reg¬ 
ulations are to be issued under the au- 
wionty contained in section 7805 of the 

M^?£ evenue Code of 1954 (68A Stat. 
26 U.S.C. 7805). 

[seal] Dana l axham# 

Commissioner of Internal Revenue . 

■ t° conform the Income Tax 

t^ ™, 0n Ll 26 CFR Part 1) under sec- 

IntmilV’D 802 ’ 804, 805, and 806 of the 
sterna 1 Revenue Code of 1954 to the 

Company Income Tax 

tions ni-p 59 (73 , stat - 112> > such regula- 
p, S D a e amen <3ed as follows: 

to r ead°as follows ; 60 * 10111801 * amended 

Definition ; Tax Imposed 

U a,L ; S,atuloI 7 Provisions; life insur- 

*ui", om P an,es i definition of life in¬ 
surance company. 

r ?. efil f ltion °f We insurance com - 
Por purposes of Im"” company defined. 

| durance tamm h s . SUbtltle ' the term “ llfe 
: co »pany W hi ( , h ^ ny means an Insurance 
t Issuing We hS en 8 aged In the business of 
| (el 'her separat^ nCe 8nd annuIt y contracts 
1!1 <i accident al 5 ! ° r comblned with health 
jpntracta or Y e ^!£ anc '; ) ' or nonc ancellable 
kk an d. accident Insurance, 

te reserves <as defiaed 

[whether or n itot >r nS 1 U 4 n ?’ 8,11(1 un Paid losses 
[pliable nx e ’ on non can- 

lncl ^ea in'life 1^’ or ac cident policies not 
11 e insurance reserves, 


comprise more than 50 percent of its total 
reserves (as defined in subsection (c)). 

(b) Life insurance reserves defined —(1) 
In general. For purposes of this part, the 
term “life insurance reserves’* means 
amounts— 

(A) Which are computed or estimated on 
the basis of recognized mortality or mor¬ 
bidity tables and assumed rates of interest, 
and 

(B) Which are set aside to mature or 
liquidate, either by payment or reinsurance, 
future unaccrued claims arising from life 
insurance, annuity, and noncancellable 
health and accident insurance contracts (in¬ 
cluding life insurance or annuity contracts 
combined with noncancellable health and 
accident insurance) involving, at the time 
with respect to which the reserve is com¬ 
puted, life, health, or accident contingencies. 

(2) Reserves must be required by law. 
Except— 

(A) In the case of policies covering life, 
health, and accident insurance combined in 
one policy issued on the weekly premium 
payment plan, continuing for life and not 
subject to cancellation, 

(B) In the case of policies issued by an 
organization which meets the requirements 
of section 501(c) (9) other than the require¬ 
ment of subparagraph (B) thereof, and 

(C) As provided in paragraph (3), in addi¬ 
tion to the requirements set forth in para¬ 
graph (1), life insurance reserves must be 
required by law. 

(3) Assessment companies. In the case of 
an assessment life insurance company or as¬ 
sociation, the term “life insurance reserves” 
includes— 

(A) Sums actually deposited by such com¬ 
pany or association with State or Territorial 
officers pursuant to law as guaranty or reserve 
funds, and 

(B) Any funds maintained, under the 
charter or articles of incorporation or as¬ 
sociation (or bylaws approved by a State in¬ 
surance commissioner) of such company or 
association, exclusively for the payment of 
claims arising under certificates of member¬ 
ship or policies issued on the assessment plan 
and not subject to any other use. 

For purposes of this part, the rate of inter¬ 
est assumed in calculating the reserves de¬ 
scribed in subparagraphs (A) and (B) shall 
be 3 percent. 

(4) Deficiency reserves excluded. The 
term “life insurance reserves” does not in¬ 
clude deficiency reserves. For purposes of 
this subsection and subsection (c), the 
deficiency reserve for any contract is that 
portion of the reserve for such contract equal 
to the amount (if any) by which— 

(A) The present value of the future net 
premiums required for such contract, exceeds 

(B) The present value of the future actual 
premiums and consideration charged for 
such contract. 

(5) Amount of reserves. For purposes of 
this subsection, subsection (a), and subsec¬ 
tion (c), the amount of any reserve (or 
portion thereof) for any taxable year shall 
be the mean of such reserve (or portion 
thereof) at the beginning and end of the 
taxable year. 

(c) Total reserves defined. For purposes 
of subsection (a), the term “total reserves” 
means— 

(1) Life insurance reserves, 

(2) Unearned premiums, and unpaid losses 
(whether or not ascertained), not included 
in life insurance reserves, and 

(3) All other insurance reserves required 
by law. 


The term “total reserves” does not include 
deficiency reserves (within the meaning of 
subsection (b) (4)). 

(d) Adjustments in reserves for policy 
loans. For purposes only of determining 
under subsection (a) whether or not an in¬ 
surance company is a life insurance com¬ 
pany, the life insurance reserves, and the 
total reserves, shall each be reduced by an 
amount equal to the mean of the aggregates, 
at the beginning and end of the taxable year, 
of the policy loans outstanding with respect 
to contracts for which life insurance reserves 
are maintained. 

(e) Guaranteed renewable contracts. For 
purposes of this part, guaranteed renewable 
life, health, and accident insurance shall be 
treated in the same manner as noncan¬ 
cellable life, health, and accident insurance. 

(f) Burial and funeral benefit insurance 
companies. A burial or funeral benefit in¬ 
surance company engaged directly in the 
manufacture of funeral supplies or the per¬ 
formance of funeral services shall not be 
taxable under this part but shall be taxable 
under section 821 or section 831. 

(g) Variable annuities —(1) In general, 
For purposes of this part, an annuity con¬ 
tract includes a contract which provides for 
the payment of a variable annuity computed 
on the basis of recognized mortality tables 
and the investment experience of the com¬ 
pany issuing the contract. 

(2) Adjusted reserves rate; assumed rate . 
For purposes of this part— 

(A) The adjusted reserves rate for any 
taxable year with respect to annuity con¬ 
tracts described in paragraph (1), and 

(B) The rate of interest assumed by the 
taxpayer for any taxable year in calculating 
the reserve on any such contract, 

shall be a rate equal to the current earnings 
rate determined under paragraph (3). 

(3) Current earnings rate. For purposes 
of this part, the current earnings rate for 
any taxable year with respect to annuity con¬ 
tracts described in paragraph (1) is the cur¬ 
rent earnings rate determined under section 
805(b)(2) with respect to such contracts, 
reduced by the percentage obtained by 
dividing— 

(A) The amount of the actuarial margin 
charge on all annuity contracts described in 
paragraph (1) issued by the taxpayer, by 

(B) The mean of the reserves for such 
contracts. 

(4) Increases and decreases in reserves. 
For purposes of subsections (a) and (b) of 
section 810, the sum of the items described 
in section 810(c) taken into account as of 
the close of the taxable year shall, under 
regulations prescribed by the Secretary or 
his delegate, be adjusted— 

(A) By subtracting therefrom an amount 
equal to the sum of the amounts added 
from time to time (for the taxable year) to 
the reserves for annuity contracts described 
in paragraph (1) by reason of appreciation 
in value of assets (whether or not the assets 
have been disposed of), and. 

(B) By adding thereto an amount equal 
to the sum of the amounts subtracted from 
time to time (for the taxable year) from 
such reserves by reason of depreciation in 
value of assets (whether or not the assets 
have been disposed of). 

(5) Companies issuing variable annuities 
and other contracts. In the case of a life 
Insurance company which issues both an¬ 
nuity contracts described in paragraph (1) 
and other contracts, under regulations pre¬ 
scribed by the Secretary or his delegate— 
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(A) The policy and other contract liability 
requirements shall be considered to be the 
sum of— 

(1) The policy and other contract liability 
requirements computed by reference to the 
items which relate to annuity contracts de¬ 
scribed in paragraph (1), and 

(ii) The policy and other contract liability 
requirements computed by excluding the 
items taken into account under clause (i); 
and 

(B) Such additional separate computa¬ 
tions, with respect to such annuity contracts 
and such other contracts, shall be made as 
may be necessary to carry out the purposes 
of this subsection and this part. 

(6) Termination. Paragraphs (1), (2), 

(3), (4), and (5) shall not apply with respect 
to any taxable year beginning after December 
31, 1962. 

(Sec. 801 as amended by sec. 2, Life Insurance 
Company Tax Act 1955 (70 Stat. 36); sec. 2, 
Life Insurance Company Income Tax Act 
1959 (73 Stat. 112) ] 

Par. 2. There are inserted immediately 
after § 1.801-1 the following new sec¬ 
tions : 

§ 1.801—2 Taxable years affected. 

Section 1.801-1 is applicable only to 
taxable years beginning after December 
31, 1953, and before January 1, 1955, and 
all references to sections of part I, sub¬ 
chapter L, chapter 1 of the Code are to 
the Internal Revenue Code of 1954, 
before amendments. Sections 1.801-3 
through 1.801-7 are applicable only to 
taxable years beginning after December 
31, 1957, and all references to sections 
of part I, subchapter L, chapter 1 of the 
Code are to the Internal Revenue Code 
of 1954, as amended by the Life Insur¬ 
ance Company Income Tax Act of 1959 
(73 Stat. 112). 

§ 1.801—3 Definitions. 

For the purposes of part I, subchapter 
L, chapter 1 of the Code, this section 
defines the following terms, which are 
to be used in determining if a taxpayer 
is a life insurance company (as defined 
in section 801(a) and paragraph (b) of 
this section): 

(a) Insurance company . (1) The 
term “insurance company” means a com¬ 
pany whose primary and predominant 
business activity during the taxable year 
is the issuing of insurance or annuity 
contracts or the reinsuring of risks 
underwritten by insurance companies. 
Thus, though its name, charter powers, 
and subjection to State insurance laws 
are significant in determining the busi¬ 
ness which a company is authorized and 
intends to carry on, it is the character of 
the business actually done in the taxable 
year which determines whether a com¬ 
pany is taxable as an insurance company 
under the Internal Revenue Code. 

(2) Insurance companies include both 
stock and mutual companies, as well as 
mutual benefit insurance companies. A 
voluntary unincorporated association of 
employees (including an association ful¬ 
filling the requirements of section 801(b) 
(2) (B)) formed for the purpose of re¬ 
lieving sick and aged members and the 
dependents of deceased members is an 
insurance company, whether the fund 
for such purpose is created wholly by 
membership dues or partly by contribu¬ 
tions from the employer. A corporation 
which merely sets aside a fund for the 


insurance of its employees is not an in¬ 
surance company, and the income from 
such fund shall be included in the return 
of the corporation. 

(b) Life insurance company. (1) The 
term “life insurance company”, as used 
in subtitle A of the Code, is defined in 
section 801(a). For the purpose of de¬ 
termining whether a company is a “life 
insurance company” within the meaning 
of that term as used in section 801(a), 
it must first be determined whether the 
company is taxable as an insurance com¬ 
pany (as defined in paragraph (a) of 
this section). An insurance company 
shall be taxed as a life insurance com¬ 
pany if it is engaged in the business of 
issuing life insurance and annuity con¬ 
tracts (either separately or combined 
with health and accident insurance), or 
noncancellable contracts of health and 
accident insurance, and its life insurance 
reserves (as defined in section 801(b) 
and § 1.801-4), plus unearned premiums, 
and unpaid losses (whether or not as¬ 
certained), on noncancellable life, 
health, or accident policies not included 
in life insurance reserves, comprise more 
than 50 percent of its total reserves (as 
defined in section 801(c) and § 1.801-5). 
For purposes of determining whether it 
satisfies the percentage requirements of 
the preceding sentence, a company shall 
first make any adjustments to life in¬ 
surance reserves and total reserves re¬ 
quired by section 806(a) (relating to 
adjustments for certain changes in re¬ 
serves and assets) and then as required 
by section 801(d) (relating to adjust¬ 
ments in reserves for policy loans). For 
examples of the adjustments required 
under section 806(a), see paragraph 
(b) (4) of § 1.806-3. For an example of 
the adjustments required under section 
801(d), see paragraph (c) of §1.801-6. 
Furthermore, if an insurance company 
which computes its life insurance re¬ 
serves on a preliminary term basis elects 
to revalue such reserves on a net level 
premium basis under section 818(c), 
such revalued basis shall be disregarded 
for purposes of section 801. 

(2) An insurance company writing 
only noncancellable life, health, or acci¬ 
dent policies and having no “life insur¬ 
ance reserves” may qualify as a life 
insurance company if its unearned pre¬ 
miums, and unpaid losses (whether or 
not ascertained), on such policies com¬ 
prise more than 50 percent of its total 
reserves. 

(3) Section 801(f) provides that a 
burial or funeral benefit insurance com¬ 
pany engaged directly in the manufac¬ 
ture of funeral supplies or the perform¬ 
ance of funeral services shall not be 
taxable under section 802 but shall be 
taxable under section 821 or section 831 
as an insurance company other than life. 

(c) Noncancellable life, health, or ac¬ 
cident insurance policy. The term “non¬ 
cancellable life, health, or accident in¬ 
surance policy” means a contract which 
the insurance company is under an ob¬ 
ligation to renew or continue at a speci¬ 
fied premium and with respect to which 
a reserve in addition to the unearned 
premiums (as defined in paragraph (e) 
of this section) must be carried to cover 
that obligation. Such policy shall be 


considered noncancellable even though 
it states a termination date at a stip¬ 
ulated age, if such age termination date 
is 60 or over. However, such a policy 
shall not be considered to be noncancel¬ 
lable after the age termination date stip¬ 
ulated in the policy has passed. Fur¬ 
thermore, a term life insurance policy 
shall not be considered noncancellable 
even though it states an age termination 
date of 60 or over unless such life policy 
is combined with health or accident in¬ 
surance which is not terminable until 
age 60 or over. 

(d) Guaranteed renewable life, health, 
and accident insurance policy. The 
term “guaranteed renewable life, health, 
and accident insurance policies” means 
contracts which are not cancellable by 
the company but under which the com¬ 
pany reserves the right to adjust pre¬ 
mium rates by classes in accordance with 
its experience under the type of policy 
involved, and with respect to which a 
reserve in addition to the unearned pre¬ 
miums (as defined in paragraph (e) of 
this section) must be carried to cover 
that obligation. Section 801(e) provides 
that such policies shall be treated in the 
same manner as noncancellable life, 
health, and accident insurance policies. 
See paragraph (c) of this section. 

(e) Unearned premiums. The term 
“unearned premiums” means those 
amounts which shall cover the cost of 
carrying the insurance risk for the period 
for which the premiums have been paid 
in advance. Such term includes all un¬ 
earned premiums, whether or not re¬ 
quired by law. 

(f) Life insurance reserves. For the 
definition of the term “life insurance re¬ 
serves”, see section 801(b) and § 1.801—4. 

(g) Unpaid losses (whether or not 
ascertained ). The term “unpaid losses 
(whether or not ascertained) ” means a 
reasonable estimate of the amount of the 
losses (based upon the facts in each case 
and the company’s experience with sim- 

il a ( 1^ Reported and ascertained by the 
end of the taxable year but where tne 
amount of the loss has not been paid oy 


the end of the taxable year, 

(2) Reported by the end of the taxaoie 
year but where the amount thereof 
not been either ascertained or pa 
the end of the taxable year, or 

(3) Which have occurred by the en 
of the taxable year but which ha 
been reported or paid by the end 
taxable year. 

(h) Total reserves. For the defimt 
of the term “total reserves , see sect 

801(c) and § 1.801-5. „ „„rnnses 

(i) Amount of reserves. Foi PUiP n 
of subsections (a), (b), and (c' o 

801 and this section, section 8® 1(D rve 
provides that the amount of a ^ hle vea r 
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1.801-4 Life insurance reserves. 

(a) Life insurance reserves L 
Dr purposes of part I, su c in . 
lapter 1 of the Code, the term 
irance reserves” (as define 
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(1) Which are computed or estimated 
on the basis of recognized mortality or 
morbidity tables and assumed rates of 

interest; 

(2) Which are set aside to mature or 
liquidate, either by payment or reinsur¬ 
ance, future unaccrued claims arising 
from life insurance, annuity, and non- 
cancellable health and accident insur¬ 
ance contracts (including life insurance 
or annuity contracts combined with non- 
cancellable health and accident insur¬ 
ance) involving, at the time with respect 
to which the reserve is computed, life, 
health, or accident contingencies; and 

(3) Which, except as otherwise pro¬ 
vided by section 801(b)(2) and para¬ 
graphs (b) and (c) of this section, are 
required by law. For the meaning of the 
term “reserves required by law”, see 
paragraph (b) of § 1.801-5. 


For purposes of determining life insur¬ 
ance reserves, only those amounts shall 
be taken into account which must be re¬ 
served either by express statutory provi¬ 
sions or by rules and regulations of the 
insurance department of a State, Terri¬ 
tory, or the District of Columbia when 


promulgated in the exercise of a power 
conferred by statute. Moreover, such 
amounts must actually be held by the 
company during the taxable year for 
which the reserve is claimed. However, 
reserves held by the company with re¬ 
spect to the net value of risks reinsured 
in other solvent companies (whether or 
not authorized) shall not be included in 
hfe insurance reserves. Generally, life 
insurance reserves, as in the case of level 
premium life insurance, are held to sup¬ 
plement the future premium receipts 
wnen the latter, alone, are insufficient to 
cover the increased risk in the later 
years For examples of reserves which 
quality as life insurance reserves, see 
paragraph (d) of this section. For ex¬ 
amples of reserves which do not qualify 
, J“durance reserves, see paragraph 
section - For the treatment of 
ti^n ^ ltS i’ eceived as de P° si t administra- 
section dS * See paragraph . «> of this 

res erves which need not 
IffiE* h , y - law - Section 801(b)(2) 
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S rfe r « eserves - Provided, how- 

Oen'ts nf t flrSt Satisfy the re q u i re - 

«id Dar fl ^ Ctl 2 n801(b)a > <A) and (B) 
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a State or Territory pursuant to law as 
guaranty or reserve funds, and 

(2) Any funds maintained, under the 
charter or articles of incorporation or 
association of such company or associa¬ 
tion (or bylaws approved by the State 
insurance commissioner) of such com¬ 
pany or association, exclusively for the 
payment of claims arising under certifi¬ 
cates of membership or policies issued 
upon the assessment plan and not sub¬ 
ject to any other use. 

For purposes of Part I, subchapter L, 
chapter 1 of the Code, the reserves de¬ 
scribed in this paragraph shall be in¬ 
cluded as life insurance reserves even 
though such reserves do not meet the 
requirements of section 801(b) and para¬ 
graph (a) of this section. However, for 
such reserves to be included as life in¬ 
surance reserves, they must be deposited 
or maintained to liquidate future un¬ 
accrued claims arising from life insur¬ 
ance, annuity, or noncancellable health 
and accident insurance contracts (in¬ 
cluding life insurance or annuity con¬ 
tracts combined with noncancellable 
health and accident insurance) involv¬ 
ing, at the time with respect to which the 
reserve is deposited or maintained, life, 
health, or accident contingencies. The 
rate of interest assumed in calculating 
the reserves described in this paragraph 
shall be 3 percent, regardless of the rate 
of interest (if any) specified in the con¬ 
tract in respect of such reserves. 

(d) Reserves which qualify as life in¬ 
surance reserves. The following re¬ 
serves, provided they meet the require¬ 
ments of section 801(b) and paragraph 
(a) of this section, are illustrative of 
reserves which shall be included as life 
insurance reserves: 

(1) Reserves held under life insurance 
contracts. 

(2) Reserves held under annuity con¬ 
tracts (including reserves held under 
variable annuity contracts as described 
in section 801(g) (1)). 

(3) Reserves held under noncancel¬ 
lable health and accident contracts (as 
defined in paragraph (c) of § 1.801-3) 
and reserves held under guaranteed re¬ 
newable life, health, and accident insur¬ 
ance contracts (as defined in paragraph 
(d) of § 1.801-3). 

(4) Reserves held either separately or 
combined under contracts described in 
subparagraphs (1), (2), or (3) of this 
paragraph. 

(e) Reserves and liabilities which do 
not qualify as life insurance reserves . 
The following are illustrative of reserves 
and liabilities which do not meet the re¬ 
quirements of section 801(b) and para¬ 
graph (a) of this section and, accord¬ 
ingly, shall not be included as life in¬ 
surance reserves: 

(1) Liability for supplementary con¬ 
tracts not involving at the time with 
respect to which the liability is computed, 
life, health, or accident contingencies. 

(2) In the case of cancellable health 
and accident policies and similar cancel¬ 
lable contracts, the unearned premiums 
and unpaid losses (whether or not ascer¬ 
tained) . 

(3) The unearned premiums, and un¬ 
paid losses (whether or not ascertained), 


on noncancellable life, health, or acci¬ 
dent policies. (However, such amounts 
shall be taken into account under section 
801(a)(2) for purposes of determining 
whether an insurance company is a life 
insurance company.) 

(4) The deficiency reserve (as defined 
in section 801(b)(4)) for each individ¬ 
ual contract, that is, that portion of the 
reserve for such contract equal to the 
amount (if any) by which— 

(i) The present value of the future net 
premiums required for such contract, 
exceeds 

(ii) The present value of the future 
actual premiums and consideration 
charged for such contract. 

(5) Reserves required to be main¬ 
tained to provide for the ordinary op¬ 
erating expenses of a business which 
must be currently paid by every com¬ 
pany from its income if its business is to 
continue, such as taxes, salaries, and 
unpaid brokerage. 

(6) Liability for premiums received in 
advance. 

(7) Liability for premium deposit 
funds. 

(8) The net value of risks reinsured in 
other solvent companies (whether or not 
authorized). 

(9) Liability for annual and deferred 
dividends declared or apportioned. 

(10) Liability for dividends left on 
deposit at interest. 

(11) Liability for accrued but un¬ 
settled policy claims whether known or 
unreported. 

(12) A mandatory securities valuation 
reserve. 

(f) Deposit administration plans . For 
purposes of part I, subchapter L, chapter 
1 of the Code, the term “deposit admin¬ 
istration plan” includes a group plan 
entered into between a life insurance 
company and an employer whereby a de¬ 
posit administration fund (the adequacy 
of which is assumed by the employer) is 
created by the periodical contributions 
of the employer (or of the employer and 
his employees, as the case may be) for 
the purpose of purchasing, under and by 
the terms of the plan, an immediate an¬ 
nuity for employees upon retirement. 
Generally, the liability of a life insurance 
company for amounts received as deposit 
administration funds shall not be in¬ 
cluded as life insurance reserves as the 
periodical contributions creating such 
fund do not meet the requirements of 
section 801(b) and paragraph (a) of this 
section. For example, under certain 
plans the periodical contributions cre¬ 
ating the deposit administration fund 
are not based upon mortality tables 
within the meaning of the requirements 
of section 801(b)(1)(A) and paragraph 
(a) (l)of this section. Interest credited 
upon such funds by a life insurance com¬ 
pany may be included as interest paid 
if it meets the requirements of section 
805(e) and § 1.805-8. 

§ 1.801—5 Total reserves. 

(a) Total reserves defined. For pur¬ 
poses of section 801(a) and § 1.801-3, the 
term “total reserves” is defined in sec¬ 
tion 801(c) as the sum of— 

(1) Life insurance reserves (as defined 
in section 801(b) and § 1.801-4), 
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(2) Unearned premiums (as defined in 
paragraph (e) of § 1.801-3), and unpaid 
losses (whether or not ascertained) (as 
defined in paragraph (g) of § 1.801-3), 
not included in life insurance reserves, 
and 

(3) All other insurance reserves re¬ 
quired by law. 

The term “total reserves” does not, how¬ 
ever, include deficiency reserves (within 
the meaning of section 801(b)(4) and 
paragraph (e)(4) of §1.801-4), even 
though such deficiency reserves are re¬ 
quired by State law. In determining- 
total reserves, a company is permitted to 
make use of the highest aggregate re¬ 
serve required by any State or Territory 
or the District of Columbia in which it 
transacts business, but the reserve must 
have been actually held during the tax¬ 
able year for which the reserve is 
claimed. For example, during the tax¬ 
able year 1958 a life insurance company 
sells life insurance and annuity con¬ 
tracts in States A and B. State A re¬ 
quires reserves of 10 against the life and 
5 against the annuity business. State 
B requires reserves of 9 against the life 
and 7 against the annuity business. 
Assuming the company actually holds 
these reserves during the taxable year 
1958, its highest aggregate reserve for 
such taxable year is the 16 required 
by State B. Thus, the company is not 
permitted to compute its highest aggre¬ 
gate reserve by taking State A’s require¬ 
ment of 10 against its life insurance busi¬ 
ness and adding it to State B’s require¬ 
ment of 7 against its annuity business. 

(b) Reserves required by law defined. 
For purposes of part I, subchapter L, 
chapter 1 of the Code, the term “reserves 
required by law” means the amount of 
reserves as calculated according to the 
legal minimum standards of valuation 
prescribed either by express statutory 
provisions or by rules and regulations of 
the insurance department of a State, 
Territory, or the District of Columbia 
when promulgated in the exercise of a 
power conferred by statute. However, if 
a company holds reserves in excess of the 
amount calculated according to the legal 
minimum standards of valuation pre¬ 
scribed, and such additional amounts are 
needed to meet the nonforfeiture benefits 
guaranteed in contracts issued by the 
company, the term “reserves required by 
law” shall mean the amount of reserves 
as calculated by use of the same assump¬ 
tions employed by the company in deter¬ 
mining the nonforfeiture benefits guar¬ 
anteed in such contracts, less any 
surrender charge made by the company. 

(c) Information to be filed . In any 
case where reserves are claimed, suffi¬ 
cient information must be filed with the 
return to enable the district director to 
determine the validity of the claim. See 
section 6012 and paragraph (c) of 
§ 1.6012-2. 

(d) Illustration of principles. The 
provisions of section 801 relating to the 
percentage requirements for qualification 
as a life insurance company may be il¬ 
lustrated by the following example: 

Example. The books of Y, an insurance 
company, selling life insurance, noncancel- 
lable health and accident insurance, and can¬ 
cellable accident and health insurance. 


reflect (after adjustment under sections 
806(a) and 801(d)) the following facts for 
the taxable year 1958: 



Jan. 1 

Dec. 31 

Mean of 
year 

1. Life insurance reserves. 

$3,000 

$5,000 

$4,000 

2. Unearned premiums, and 
unpaid losses (whether 
or not ascertained), on 
. noncancellable accident 
and health insurance not 
included in life insur¬ 
ance reserves.. 

400 

600 

500 

3. Unearned premiums, and 
unpaid losses (whether 
or not ascertained), on 
cancellable accident and 
health insurance. 

1,800 

2,200 

2,000 

4. All other insurance reserves 
required by law.. 

900 

1,100 

1,000 

5. Total reserves ___ 



7,500 





The rules provided by section 801 require 
that the sum of the mean of the year figures 
in items 1 and 2 comprise more than 50 
percent of the mean of the year figure in 
item 5 for an insurance company to qualify 
as a life insurance company. Thus, Y would 
qualify as a life insurance company for the 
taxable year 1958 as the sum of the mean of 
the year figures in items 1 and 2 ($4,500) 
comprise 60 percent of the mean of the year 
figure in item 5 ($7,500). 

§ 1.801—6 Adjustments in reserves for 
policy loans. 

(a) In General . Section 801(d) pro¬ 
vides that for purposes only of determin¬ 
ing whether or not an insurance company 
is a life insurance company (as defined 
in section 801(a) and paragraph (b) of 
§ 1.801-3), the life insurance reserves 
(as defined in section 801(b) and 
§1.801-4), and the total reserves (as 
defined in section 801(c) and paragraph 
(a) of § 1.801-5), shall each be reduced 
by an amount equal to the mean of the 
aggregates, at the beginning and end of 
the taxable year, of the policy loans out¬ 
standing with respect to contracts for 
which life insurance reserves are main¬ 
tained. Such reduction shall be made 
after any adjustments required under 
section 806(a) and § 1.806-3 have been 
made. 

(b) Policy loans defined. The term 
“policy loans” includes loans made by 
the insurance company, by whatever 
name called, for which the reserve on a 
contract is the collateral. 

(c) Illustration of principles. The 
provisions of section 801(d) and this sec¬ 
tion may be illustrated by the following 
example: 

Example. The books of T, an insurance 
company, selling only life insurance and can¬ 
cellable accident and health insurance, re¬ 
flect (after adjustment under section 806 
(a)) the following facts for the taxable year 
1958: 



Jan. 1 

Dec. 31 

Mean 
of year 

1. Life insurance reserves. 

2. Policy loans_ 

$1,000 

50 

$2,000 

850 

$1,500 

450 

3. Life insurance reserves less 
policy loans. 



1,050 

1,250 

4. Unearned premiums, and 
unpaid losses (whether 
or not ascertained), on 
cancellable accident and 
health insurance.---__ 

900 

1,600 

5. Total reserves adjusted for 
policy loans (item 3 plus 
item 4)_..._ 



2,300 





As the rules provided by section 801 (a) and 
(d) require that the figure in item 3 ($1,050) 
be more than 50 percent of the mean of the 
year figure in item 5 ($2,300) for an insur¬ 
ance company to qualify as a life insurance 
company, T would not qualify as a life in¬ 
surance company for the taxable year 1958. 

§ 1.801—7 Variable annuities. [Re¬ 
served] 

Par. 3. Section 1.802(b) is amended to 
read as follows: 


§ 1.802 Statutory provisions; life insur¬ 
ance companies; tax imposed; life 
insurance company taxable income 
defined. 


Sec. 802. Tax imposed —(a) Tax im¬ 
posed —(1) In general. A tax is hereby im¬ 
posed for each taxable year beginning after 
December 31,1957, on the life insurance com¬ 
pany taxable income of every life insurance 
company. Such tax shall consist of— 

(A) A normal tax on such income com¬ 
puted at the rate provided by section 11(b), 
and 

(B) A surtax, on so much of such income 
as exceeds $25,000, computed at the rate pro¬ 
vided by section 11(c). 

(2) Tax in case of capital gains. If for 
any taxable year beginning after December 
31, 1958, the net long-term capital gain of 
any life insurance company exceeds the net 
short-term capital loss, there is hereby im¬ 
posed a tax equal to 25 percent of such 


excess. 

(3) Special rule for 1959 and 1960. If any 
amount is subtracted from the policyholders 
surplus account under section 815(c)(3) for 
a taxable year beginning in 1959 or 1960 on 
account of a distribution in 1959 or 1960 
(not including any distribution treated un¬ 
der section 815(d)(2)(B) as made in 1959 
or 1960), the tax imposed for such taxable 
year on the life insurance company taxable 
income shall be the amount determined un¬ 
der paragraph (1) reduced by the following 
percentage of the amount by which the tax 
imposed by paragraph (1) is (without regard 
to this paragraph) increased, on account o 
the amount so subtracted, by reason of sec¬ 


tion 802(b) (3)— ^ . 

(A) In the case of a taxable year begin¬ 
ning in 1959, 66% percent; and 

(B) In the case of a taxable year begin¬ 
ning in 1960, 33% percent. 

The preceding sentence shall not apply 
respect to any payment treated as a distri 
tion under section 815(d)(3). 

(b) Life insurance company taxaxne • 
come defined. For purposes of this P » 
the term “life insurance company taxao 
income” means the sum of— . 

(1) The taxable investment income L 
defined in section 804) or, if smaller, t g 
from operations (as defined in sectio » 

(2) If the gain fioni operations exceed^ 

the taxable investment income, an 
equal to 50 percent of such excess, pms 

(3) The amount subtracted from ^ 
policyholders surplus account f0 * gl5( 
able year, as determined under section 

[Sec. 802 as amended by sec. 2 
ance Company Tax Act 1955 (70 TaX 

sec. 2, Life Insurance Company Inco 
Act 1959 (73 Stat. 115) ] 

Par. 4. There are inserted immediate y 

after § 1.802 (b)-l the following 
sections: 

§ 1.802-2 Taxable years affected. 

Section 1.802 (b)-l to app i^fnecem- 
to taxable years beginning af ^ 55 , 
ber 31. 1953. and before January i. ^ 
and all references to sections of P<* ^ 
subchapter L, chapter 1 of t 1954 . 
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before amendments. Sections 1.802-3 
through 1.802-5 are applicable only to 
taxable years beginning after December 
31, 1957, and all references to sections 
of part I, subchapter L, chapter 1 of the 
Code are to the Internal Revenue Code 
of 1954, as amended by the Life Insurance 
Company Income Tax Act of 1959 (73 
Stat. 112). 

§ 1.802-3 Tax imposed in life insur¬ 
ance companies. 

(a) In general. For taxable years be¬ 
ginning after December 31, 1957, section 
802(a)(1) imposes a tax on the life in¬ 
surance company taxable income (as de¬ 
fined in section 802(b) and paragraph 
(a) of § 1.802-4) of every life insurance 
company (including a foreign life in¬ 
surance company carrying on a life in¬ 
surance business within the United States 
if with respect to its United States busi¬ 
ness it would qualify as a life insurance 
company under section 801(a)). The 
tax imposed by section 802(a) (1) is pay¬ 
able upon the basis of returns rendered 
by the life insurance companies liable 
thereto. See subchapter A, chapter 61 
(section 6001 and following) of the Code. 

(b) Tax imposed. The tax imposed 
by section 802(a) (1) consists of a normal 
tax and a surtax, computed at the regu¬ 
lar corporate normal tax and surtax 
rates provided by section 11 (b) and (c), 
respectively. The normal tax and the 
surtax are both computed upon the life 
insurance company taxable income (as 
defined in section 802(b)) of the life in¬ 
surance company for the taxable year. 

(c) Normal tax. The normal tax is 
computed by applying to the life insur¬ 
ance company taxable income the regu¬ 
lar corporate normal tax rate (as in 
effect for the taxable year) provided by 

section 11 (b). 

(d) Surtax. The surtax is computed 
oy applying to the life insurance com¬ 
pany taxable income, in excess of $25,000, 
tne regui ar corporate surtax rate (as 
n effect for the taxable year) provided 
J sectl on 11(c). However, in certain 

* 3 the $2 5,00G exemption 
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term capital loss (as defined in section 
1222(8)) shall be taken into account in 
computing taxable investment income 
and gain or loss from operations. See 
sections 804(b) and 809(b). Except as 
modified by section 817 (rules relating to 
certain gains and losses), the general 
rules of the Code relating to gains and 
losses (such as the rules for determining 
the amount, characterization, and treat¬ 
ment thereof) shall apply with respect to 
life insurance companies. 

(g) Foreign life insurance companies. 
Foreign life insurance companies not 
carrying on an insurance business within 
the United States are not taxable under 
section 802, but are taxable as other 
foreign corporations. See section 881. 

(h) Assessment and collection of tax 
imposed. All provisions of the Internal 
Revenue Code and of the regulations in 
this part not inconsistent with the 
specific provisions of sections 801 to 820, 
inclusive, are applicable to the assess¬ 
ment and collection of the tax imposed 
by section 802(a), and life insurance 
companies are subject to the same pen¬ 
alties as are provided in the case of re¬ 
turns and payment of income tax by 
other corporations. The return shall be 
on Form 1120L. 

(i) Illustration of principles. The 
provisions of section 802(a), other than 
paragraph (3) thereof, and this section 
may be illustrated by the following 
example: 

Example. For the taxable year 1959, T, a 
life insurance company, has life insurance 
company taxable income of $300,000 (includ¬ 
ing $25,000 of net short-term capital gain) 
and $80,000 of net long-term capital gain. 
The tax of T under section 802(a) for 1959 
is $170,500 ($90,000 normal tax, $60,500 sur¬ 
tax, and $20,000 capital gains tax) computed 
as follows: 

Computation of Normal Tax 


Life insurance company taxable 

income-$300, 000 

Normal tax (30% of $300,000).— 90,000 

Computation of Surtax 

Life insurance company taxable 

income__$300, 000 

Less: Exemption from surtax_ 25,000 


Excess of life insurance com¬ 
pany taxable income sub¬ 
ject to surtax_ 275, 000 

Surtax (22% of $275,000)_ 60,500 

Computation of Capital Gains Tax 

Excess of net long-term capital 
gain over net short-term capital 

loss-- $80, 000 

Capital gains tax (25% of $80,000) - 20, 000 


§ 1.802—4 Life insurance company tax¬ 
able income. 

(a) Life insurance company taxable 
income defined. Section 802(b) defines 
the term “life insurance company tax¬ 
able income”, for purposes of part I, 
subchapter L, chapter 1 of the Code, as 
the sum of— 

(1) The taxable investment income (as 
defined in section 804), or, if smaller, the 
gain from operations (as defined in sec¬ 
tion 809), 

(2) If the gain from operations ex¬ 
ceeds the taxable investment income, an 
amount equal to 50 percent of such 
excess, plus 


(3) The amount subtracted from the 
policyholders surplus account for the 
taxable year, as determined under sec¬ 
tion 815. 

If for *any taxable year there is a loss 
from operations (as defined in section 
809(b)(2)), the amount taken into ac¬ 
count under paragraphs (1) and (2) of 
section 802(b) and subparagraphs (1) 
and (2) of this paragraph shall be zero. 
However, even in such a case, there may 
still be an amount includible in life in¬ 
surance company taxable income (and 
hence an amount subject to tax) by rea¬ 
son of an amount includible under sec¬ 
tion 802(b) (3) and subparagraph (3) of 
this paragraph. 

(b) Illustration of principles. The 
provisions of section 802(b) and this sec¬ 
tion may be illustrated by the following 
examples: 

Example (I). For the taxable year 1959, 

Y, a life insurance company, has taxable 
investment income of $250,000, and a gain 
from operations of $175,000. Y made no 
subtractions from the policyholders surplus 
account during such taxable year. For the 
taxable year 1959, Y has life insurance com¬ 
pany taxable income of $175,000. 

Example (2). The facts are the same as 
in example (1) except that for the taxable 
year 1959, Y has a gain from operations of 
$400,000. For the taxable year 1959, Y has 
life insurance company taxable income of 
$325,000, computed by adding taxable invest¬ 
ment income ($250,000) and 50 percent 
($75,000) of the amount ($150,000) by which 
the gain from operations ($400,000) exceeds 
the taxable investment income ($250,000). 

Example (3). For the taxable year 1959, 
W, a life insurance company, has taxable 
investment income of zero (0) and a gain 
from operations of $90,000. W made no sub¬ 
tractions from the policyholders surplus 
account during such taxable year. For the 
taxable year 1959, W has life insurance com¬ 
pany taxable income of $45,000, computed 
by adding taxable investment income (0) 
and 50 percent ($45,000) of the amount 
($90,000) by which the gain from operations 
($90,000) exceeds the taxable investment 
income (0). 

Example ( 4 ). For the taxable year 1961, 

Z, a life insurance company, has taxable in¬ 
vestment income of $100,000, a policyholders 
surplus account of $50,000 as of the begin¬ 
ning of such taxable year, a loss from opera¬ 
tions (as defined in section 809(b)(2)) of 
$25,000, and subtractions from the policy¬ 
holders surplus account in the amount of 
$20,000. For the taxable year 1961, Z has life 
insurance company taxable income of $20,000, 
as only the amount ($20,000) subtracted 
from the policyholders surplus account is 
taken into account. 

§ 1.802—5 Special rule for 1959 and 
1960. 

(a) Transitional rule. Section 802(a) 
(3) provides a transitional rule for the 
determination of the tax liability of a 
life insurance company for the taxable 
years 1959 and 1960 by reason of the 
operation of section 802(b)(3). Except 
as limited by section 802(a)(3) and 
paragraph (b) of this section, any in¬ 
crease in a life insurance company's tax 
that is attributable to the operation of 
section 802(b)(3) is taken into account 
only to the extent of one-third and two- 
thirds for the taxable years 1959 and 
1960, respectively. To the extent there 
is an increase in a life insurance com¬ 
pany’s tax that is attributable to the 
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operation of section 802(b) (3) which is 
not taken into account for the taxable 
years 1959 and 1960 because of the tran¬ 
sitional rule provided by section 802(a) 
(3) and this paragraph, such amounts 
shall be included in ‘‘other accounts" 
under section 815(a)(3). For taxable 
years commencing after December 31, 
1960, the full amount of any increase in 
tax due to the operation of section 802 
(b) (3) shall be imposed without any 
further transitional reduction. 

(b) Limitations. The transitional rule 
provided by section 802(a) (3) is limited 
solely to an increase in tax under sec¬ 
tion 802(b) (3) that is occasioned by the 
operation of section 815(c)(3) (relating 
to subtractions from the policyholders 
surplus account by reason of distribu¬ 
tions to shareholders). This rule is 
further limited to actual distributions 
that are made by life insurance com¬ 
panies in 1959 or 1960 and does not ex¬ 
tend to other distributions that are 
treated under section 815(d) (2) (B) as 
made by life insurance companies in 
1959 or 1960. Furthermore, section 802 
(a) (3) shall not apply to any increase 
in tax under section 802(b)(3) that is 
attributable to other subtractions from 
the policyholders surplus account by 
reason of the operation of the special 
rules contained in section 815(d). How¬ 
ever, the transitional rule provided by 
section 802(a) (3) does apply in the case 
of a distribution to which section 815(e) 
(1) (B) (ii) applies. 

(c) Illustration of principles . The 
provisions of section 802(a) (3) and this 
section may be illustrated by the follow¬ 
ing example: 

Example. For the taxable year I960, X, a 
life insurance company, had taxable invest¬ 
ment income of $9,000, gain from operations 
of $27,000, and subtractions from the policy¬ 
holders surplus account of $22,000. Based 
upon these figures, X had life insurance 
company taxable income of $40,000 for 1960, 
of which $18,000 was includible under sec¬ 
tion 802(b) (1) and (2) and $22,000 under 
section 802(b)(3). Applying the tax im¬ 
posed by section 802(a)(1) (at rates as in 
effect for 1960), without regard to the tran¬ 
sitional rule of section 802(a)(3), X would 
have a tax liability of $15,300 ($40,000 multi¬ 
plied by 52 percent, less $5,500). However, 
applying the transitional rule of section 802 

(a) (3), the actual tax liability of X, for 1960, 
would be $12,000, computed as follows: 

(1) Total tax liability (without 

regard to sec. 802(a)(3))_$15,300 

(2) Life insurance company 

taxable income_$40, 000 

(3) Amount subtracted 

from policyholders 

surplus account_ 22, 000 


(4) Item (2) less item (3). 18,000 

(5) Tax on amount includible under 

sec. 802(b) (1) and (2) (30% 
of $18,000). 5,400 


(6) Tax attributable to sec. 802(b) 

(3) (item (1) less item (5)). 9,900 

(7) Less: 33% percent of tax attrib¬ 

utable to sec. 802(b)(3) (% 
of $9,900)_ 3,300 

(8) Tax liability for 1960 after ap¬ 

plication of sec. 802(a) (3) 

(item (1) less item (7))-™ 12,000 

Par. 5. Section 1.803 is amended to 
read as follows: 


§ 1.803 Statutory provisions; life insur¬ 
ance companies; income and deduc¬ 
tions* 

Sec. 803. Income and deductions —(a) 
Application of section. The definitions and 
rules contained in this section shall apply 
only in the case of life insurance companies. 

(b) Gross investment income. For pur¬ 
poses of this part, the term “gross investment 
income” means the sum of the following: 

(1) The gross amount of income received 
or accrued from— 

(A) Interest, dividends, rents, and royal¬ 
ties, 

(B) The entering into of any lease, mort¬ 
gage, or other instrument or agreement fr«m 
which the life insurance company derives 
interest, rents, or royalties, and 

(C) The alteration or termination of any 
instrument or agreement described in sub- 
paragraph (B). 

(2) The gross income from any trade or 
business (other than an insurance business) 
carried on by the life insurance company, or 
by a partnership of which the life insurance 
company is a partner. In computing gross 
income under this paragraph, there shall be 
excluded any item described in paragraph 
( 1 ). 

In computing gross investment income under 
this subsection, there shall be excluded any 
gain from the sale or exchange of a capital 
asset, and any gain considered as gain from 
the sale or exchange of a capital asset. 

(c) Net investment income defined. The 
term “net investment income” means the 
gross investment income less the following 
deductions: 

(1) Tax-free interest. The amount of in¬ 
terest received or accrued during the taxable 
year which under section 103 is excluded 
from gross income. 

(2) Investment expenses. (A) Investment 
expenses paid or accrued during the taxable 
year. 

(B) If any general expenses are in part 
assigned to or included in the investment 
expenses, the total deduction under this 
paragraph shall not exceed— 

(i) One-fourth of 1 percent of the mean 
of the book value of the invested assets held 
at the beginning and end of the taxable year, 
plus 

(ii) One-fourth of the amount by which 
the net investment income (computed with¬ 
out any deduction for investment expenses 
allowed by this paragraph, or for tax-free 
interest allowed by paragraph (1)) exceeds 
3% percent of the book value of the mean 
of the invested assets held at the beginning 
and end of the taxable year. 

(3) Beal estate expenses. Taxes (as pro¬ 
vided in section 164), and other expenses, 
paid or accrued during the taxable year ex¬ 
clusively on or with respect to the real estate 
owned by the company. No deduction shall 
be allowed under this paragraph for any 
amount paid out for new buildings, or for 
permanent improvements or betterments 
made to increase the value of any property. 

(4) Depreciation. The depreciation de¬ 
duction allowed by section 167. 

(5) Depletion. The deduction allowed 
by section 611 (relating to depletion). 

(6) Trade or business deductions. The de¬ 
ductions allowed by this subtitle (without 
regard to this part) which are attributable 
to any trade or business (other than an in¬ 
surance business) carried on by the life in¬ 
surance company, or by a partnership of 
which the life insurance company is a part¬ 
ner; except that for purposes of this 
paragraph— 

(A) There shall be excluded losses from— 

(1) Sales or exchanges of capital assets, 

(ii) Sales or exchanges of property used 
In the trade or business (as defined in sec¬ 
tion 1231(b)), and 


(iii) The compulsory or involuntary con¬ 
version (as a result of destruction, in whole 
or in part, theft or seizure, or an exercise of 
the power of requisition or condemnation or 
the threat or imminence thereof) of property 
used in the trade or business (as so defined). 

(B) Any item, to the extent attributable 
to the carrying on of the insurance business, 
shall not be taken into account. 

(C) The deduction for net operating losses 
provided in section 172, and the special de¬ 
ductions for corporations provided in part 
VIII of subchapter B, shall not be allowed. 

(d) Rental value of real estate. The de¬ 
duction under subsection (c) (3) and (4) on 
account of any real estate owned and occu¬ 
pied in whole or in part by a life insurance 
company shall be limited to an amount 
which bears the same ratio to such deduc¬ 
tion (computed without regard to this sub¬ 
section) as the rental value of the space not 
so occupied bears to the rental value of the 
entire property. 

(e) Amortization of premium and accrual 
of discount. The gross investment income, 
the deduction for wholly-exempt interest 
allowed by subsection (c) (1), and the deduc¬ 
tion allowed by section 242 (relating to par¬ 
tially tax-exempt interest) shall each be 
decreased to reflect the appropriate amortiza¬ 
tion of premium and increased to reflect the 
appropriate accrual of discount attributable 
to the taxable year on bonds, notes, deben¬ 
tures, or other evidences of indebtedness 
held by a life insurance company. Such 
amortization and accrual shall be 
determined— 

(1) In accordance with the method reg¬ 
ularly employed by such company, if such 
method is reasonable, and 

(2) In all other cases in accordance with 
regulations prescribed by the Secretary or 
his delegate. 

[Sec. 803 as amended by Sec. 2, Life Insur¬ 
ance Company Tax Act 1955 (70 Stat. 39) ] 

Par. 6 . There are inserted immediately 
after § 1.803-6 the following new 
sections: 


§ 1.803-7 Taxable years affected. 

Sections 1.803-1 through 1.803-6 are 
applicable only to taxable years begin¬ 
ning after December 31, 1953, and before 
January 1, 1955, and all references to 
sections of part I, subchapter L, chap 
1 of the Code are to the Internal Revenue 
i oka UofAvo ompnrimentS. 


Investment Income 

.804 Statutory provisions; life 
ance companies; taxable inv 
income. 

>ec. 804. Taxable ^vestment income- 
in general —(1) Exclusion ofjo ^ 
\ders' share of investment yiew- ^ 
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tially tax-exempt interest, and dividends 

received), reduced by— 

(A) The sum of— 

(i) The life insurance company’s share 
of interest which under section 103 is ex¬ 
cluded from gross income, 

(ii) The deduction for partially tax-ex¬ 
empt interest provided by section 242 (as 
modified by paragraph (3)) computed with 
respect to the life insurance company’s share 
of such interest, and 

• (iii) The deductions for dividends received 
provided by sections 243, 244, and 245 (as 
modified by paragraph (5)) computed with 
respect to the life insurance company’s share 
of the dividends received; and 

(B) The small business deduction provided 
by paragraph (4). 


For purposes of the preceding sentence, the 
life insurance company’s share of any item 
shall be that percentage which, when added 
to the percentage obtained under the second 
sentence of paragraph (1), equals 100 percent. 

(3) Partially tax-exempt interest. For 
purposes of this part, the deduction allowed 
by section 242 shall be an amount which 
bears the same ratio to the amount deter¬ 
mined under such section without regard to 
this paragraph as (A) the normal tax rate for 
the taxable year prescribed by section 11, 
bears to (B) the sum of the normal tax rate 
and the surtax rate for the taxable year pre¬ 
scribed by section 11. 

(4) Small business deduction. For pur¬ 
poses of this part, the small business deduc¬ 
tion is an amount equal to 10 percent of the 
investment yield for the taxable year. The 
deduction under this paragraph shall not 
exceed $25,000. 

(5) Application of section 246(b). In 
applying section 246(b) (relating to limita¬ 
tion on aggregate amount of deductions for 
dividends received) for purposes of this sub¬ 
section, the limit on the aggregate amount 
of the deductions allowed by sections 243 
(a), 244, and 245 shall be 85 percent of the 
taxable investment income computed with¬ 
out regard to the deductions allowed by such 
sections. 

(6) Exception. If it is established in any 
case that the application of the definition of 
taxable investment income contained in 
paragraph (2) results in the imposition of 


Any in terest which under sect 
excluded from gross income, 

Any amoun t of interest which un 

isaiinn (as modified by paragraph (5 
is allowable as a deduction, or 

Any amount of dividends recei 
?L der sections 243, 244, and 245 
deriiw y para & ra P h (5)) is allowable a 
exw 1011 ’ ad l ustm ent shall be made to 
^ ecessary P rev ent such impositi 
ID) Gross investment income. For d 

of this part , the term .. gross i 

(iw*,f means the SUm ° f the follow!] 
Mcom e trom- ^ Th<S groSS amoUnt 
r oyalties)* ereS *’’ diVidends ’ rente, £ 

8aRe'o^th en ^ ering into of any lease, me 
which the Ufi n f rUment or a 6 reem ent fr 
'Merest lnsur ance company deri 

or reyalties, and 

Instrument a ’* eratlon or termination of i 
Paragraph ( b[. agreement described in si 

of a'ta S xah?; t f m Z apital gain - In the c 
31, 195a ?hp be S‘ nnin S after Decern 
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lo t|-ter m capita™. *** eXC6e<U the 1 

Income SSL* business income. The gr 
I 'tan an i,,? 1 any trade or business (otl 
an insurance business) carried on 


the life insurance company, or by a partner¬ 
ship of which the life insurance company is 
a partner. In computing gross income under 
this paragraph, there shall be excluded any 
item described in paragraph (1). 

Except as provided in paragraph (2), in com¬ 
puting gross investment income under this 
subsection, there shall be excluded any gain 
from the sale or exchange of a capital asset, 
and any gain considered as gain from the sale 
or exchange of a capital asset. 

(c) Investment yield defined. For pur¬ 
poses of this part, the term “investment 
yield” means the gross investment income 
less the following deductions— 

(1) Investment expenses. Investment ex¬ 
penses for the taxable year. If any general 
expenses are in part assigned to or included 
in the investment expenses, the total deduc¬ 
tion under this paragraph shall not exceed 
the sum of— 

(A) One-fourth of one percent of the 
mean of the assets (as defined in section 
805(b)(4)) held at the beginning and end 
of the taxable year, 

(B) The amount of the mortgage service 
fees for the taxable year, plus 

(C) Whichever of the following is the 
greater: 

(1) One-fourth of the amount by which 
the investment yield (computed without any 
deduction for investment expenses allowed 
by this paragraph) exceeds 3% percent of 
the mean of the assets (as defined in section 
805(b)(4)) held at the beginning and end 
of the taxable year, reduced by the amount 
described in subparagraph (B), or 

(ii) One-fourth of one percent of the 
mean of the value of mortgages held at the 
beginning and end of the taxable year for 
which there are no mortgage service fees 
for the taxable year. 

(2) Real estate expenses. The amount of 
taxes (as provided in section 164), and other 
expenses, for the taxable year exclusively on 
or with respect to the real estate owned by 
the company. No deduction shall be allowed 
under this paragraph for any amount paid 
out for new buildings, or for permanent 
improvements or betterments made to in¬ 
crease the value of any property. 

(3) Depreciation. The deduction allowed 
by section 167. The deduction under this 
paragraph and paragraph (2) on account of 
any real estate owned and occupied for in¬ 
surance purposes in whole or in part by a 
life insurance company shall be limited to 
an amount which bears the same ratio to 
such deduction (computed without regard 
to this sentence) as the rental value of the 
space not so occupied bears to the rental 
value of the entire property. 

(4) Depletion. The deduction allowed by 
section 611 (relating to depletion). 

(5) Trade or business deductions. The 
deductions allowed by this subtitle (without 
regard to this part) which are attributable 
to any trade or business (other than an 
insurance business) carried on by the life 
insurance company, or by a partnership of 
which the life insurance company is a part¬ 
ner; except that in computing the deduction 
under this paragraph— 

(A) There shall be excluded losses— 

(i) From (or considered as from) sales or 
exchanges of capital assets, 

(ii) From sales or exchanges of property 
used in the trade or business (as defined in 
section 1231 (b)), and 

(iii) From the compulsory or involuntary 
conversion (as a result of destruction, in 
whole or in part, theft or seizure, or an 
exercise of the power of requisition or con¬ 
demnation or the threat or imminence there¬ 
of) of property used in the trade or business 
(as so defined)* 


(B) Any item, to the extent attributable 
to the carrying on of the insurance business, 
shall not be taken into account. 

(C) The deduction for net operating losses 
provided in section 172, and the special de¬ 
ductions for corporations provided in part 
VIII of subchapter B, shall not be allowed. 

[Sec. 804 as added by sec. 2, Life Insurance 
Company Tax Act 1955 (70 Stat. 41);- 

amended by sec. 2, Life Insurance Company 
Income Tax Act 1959 (73 Stat. 115) ] 

§ 1.804—1 Taxable years affected. 

Sections 1.804-2 through 1.804-4 are 
applicable only to taxable years begin¬ 
ning after December 31, 1957, and all 
references to sections of part I, subchap¬ 
ter L, chapter 1 of the Code are to the 
Internal Revenue Code of 1954, as 
amended by the Life Insurance Company 
Income Tax Act of 1959 (73 Stat. 112). 

§ 1.804—2 Taxable investment income. 

(a) In general. Section 804 provides 
the rules for determining the taxable in¬ 
vestment income of a life insurance com¬ 
pany, which amount is necessary to 
determine life insurance company tax¬ 
able income. In order to determine 
taxable investment income, a life insur¬ 
ance company must first determine its 
gross investment income (as defined in 
section 804(b) and § 1.804-3). After 
making such determination, the next 
step is to determine its investment yield 
(as defined in section 804(c) and § 1.804- 
4). After determining its investment 
yield, a company shall then determine 
the policyholders’ share of each and 
every item of its investment yield (as 
computed under section 804(a)(1) and 
paragraph (b) of this section), as this 
share is excluded from taxable invest¬ 
ment income (as defined in section 804 
(a) (2) and paragraph (d) of this sec¬ 
tion). Thus, only the life insurance 
company’s share of the items comprising 
investment ^yield (less certain reduc¬ 
tions) shall be taken into account in 
computing taxable investment income. 

(b) Exclusion of policyholders’ share 
of investment yield. Section 804(a) (1) 
provides that the policyholders’ share 
of each and every item of investment 
yield (including, tax-exempt interest, 
partially tax-exempt interest, and divi¬ 
dends received) of any life insurance 
company shall not be included in taxable 
investment income. For this purpose, 
the percentage used in determining the 
policyholders’ share of each of these 
items comprising the investment yield 
shall be determined by dividing the 
policy and other contract liability re¬ 
quirements (as defined in section 805(a) 
and paragraph (b) of § 1.805-4) by the 
investment yield. The percentage thus 
obtained is then applied to each and 
every item of the investment yield so 
that the policyholders’ share of each and 
every item of investment yield may be 
excluded from taxable investment in¬ 
come. However, if in any case the policy 
and other contract liability requirements 
exceed the investment yield, then the 
policyholders’ share of any item shall be 
100 percent. 
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(c) Computation of life insurance 
company’s share of investment yield. 
Section 804(a) (2) provides that the per¬ 
centage used in determining the life in¬ 
surance company’s share of each and 
every item of investment yield (includ¬ 
ing tax-exempt interest, partially tax- 
exempt interest, and dividends received) 
shall be the percentage obtained by sub¬ 
tracting the percentage obtained under 
paragraph (b) of this section from 100 
percent. Only the life insurance com¬ 
pany’s share of the items comprising in¬ 
vestment yield (less certain reductions 
specified in section 804(a) (2) and para¬ 
graph (d) (1) of this section) shall be 
taken into account in computing taxable 
investment income. For example, if the 
policyholders’ percentage (as determined 
under section 804(a) (1) and paragraph 
(b) of this section) is 80 percent, then 
the life insurance company’s share is 20 
percent (100 percent minus 80 percent). 
In such a case, if the amount of a par¬ 
ticular item is $1,000, then the life in¬ 
surance company’s share of such item 
included in determining taxable invest¬ 
ment income is $200 ($1,000 multiplied 
by 20 percent) and the policyholders’ 
share of such item (which is excluded 
from taxable investment income) is $800 
($1,000 multiplied by 80 percent). 

(d) Taxable investment income of a 
life insurance company —(1) Definition. 
Section 804(a) (2) defines the term “tax¬ 
able investment income” for any taxable 
year, for purposes of part I, subchapter 
L, chapter 1 of the Code, as an amount 
(not less than zero) equal to the sum 
of the life insurance company’s share 
(as determined under paragraph (c) of 
this section) of each and every item of 
investment yield (including tax-exempt 
interest, partially tax-exempt interest, 
and dividends received), reduced by the 
sum of— 

(1) The life insurance company’s share 
of interest which under section 103 is 
excluded from gross income, 

(ii) The deduction for partially tax- 
exempt interest provided by section 242 
(as modified by section 804(a)(3) and 
subparagraph (2) (i) of this paragraph) 
computed with respect to the life insur¬ 
ance company’s share of such interest, 

(iii) The deductions for dividends re¬ 
ceived provided by sections 243, 244, and 
245 (as modified by section 804(a) (5) 
and subparagraph (2) (ii) of this para¬ 
graph) computed with respect to the 
life insurance company’s share of the 
dividends received, and 

(iv) The small business deduction pro¬ 
vided by section 804(a)(4). For pur¬ 
poses of part I, such small business de¬ 
duction shall be an amount equal to 10 
percent of the investment yield for the 
taxable year (but not to exceed $25,000). 

(2) Modifications —(i) Partially tax- 
exempt interest. For purposes of part I, 
the deduction allowed by section 242 
(relating to partially tax-exempt in¬ 
terest) shall be determined by applying 
to the life insurance company’s share of 


such interest the ratio which the normal 
tax rate (as prescribed by section 11) for 
the taxable year bears to the sum of the 
normal tax rate and the surtax rate (as 
prescribed by section 11) for the taxable 
year. For example, if for the taxable 
year 1959 the life insurance company’s 
share of partially tax-exempt interest is 
$104, the deduction provided by section 
804(a) (2) (A) (ii) (as modified by this 
subdivision) is $60 (thirty fifty-seconds 
of such partially tax-exempt interest). 

(ii) Application of section 246(b ). 
The sum of the deductions allowed by 
sections 243(a) (relating to dividends re¬ 
ceived by corporations), 244 (relating 
to dividends received on certain preferred 
stock), and 245 (relating to dividends 
received from certain foreign corpora¬ 
tions) shall be limited to 85 percent of 
the taxable investment income (as de¬ 
fined in subparagraph (1) of this para¬ 
graph) of the company. The taxable 
investment income of the company for 
this purpose shall be computed without 
regard to the deductions provided in 
sections 243(a), 244, and 245. 

(e) Exceptions. (1) If it is estab¬ 
lished in any case to the satisfaction of 
the Commissioner, or by a determination 
of The Tax Court of the United States, 
or of any other court of competent juris¬ 
diction, which has become final, that the 
application of the definition of taxable 
investment income contained in section 
804(a) (2) results in the imposition of 
tax on— 

(1) Any interest which under section 
103 is excluded from gross income, 

(ii) Any amount of interest which 
under section 242 (as modified by section 
804(a)(3)) is allowable as a deduction, 
or 

(iii) Any amount of dividends re¬ 
ceived which under sections 243, 244, and 
245 (as modified by section 804(a)(5)) 
is allowable as a deduction, section 804 
(a) (6) provides that adjustment shall 
be made to the extent necessary to pre¬ 
vent such imposition. 

(2) For the date upon which a deci¬ 
sion by the Tax Court becomes final, see 
section 7481. For the date upon which 
a judgment of any other court becomes 
final, see paragraph (c) of § 1.1313 
(a) -1. 

(f) Illustration of principles. The 
provisions of section 804(a) and this 
section may be illustrated by the follow¬ 
ing example: 

Example. For the taxable year 1958, R, 
a life Insurance company, had investment 
yield of $1,000,000, including $200,000 of 
dividends received from domestic corpora¬ 
tions subject to taxation under chapter 1 
of the Code, *$16,800 of wholly tax-exempt 
interest, and $33,200 of partially tax-exempt 
interest. For such taxable year, the policy- 
holders’ share of each and every item of 
investment yield was 75 percent and the 
company’s share of each and every item of 
investment yield was 25 percent. Based 
upon these figures, R had taxable investment 
Income of $166,300 for the taxable year 1958, 
computed a & foUows: 



Col. 1 

Total 

Col. 2 

(75%X 
Col. 1) 
Policy¬ 
holders’ 
share 

Col. 3 

(25%X 
Col. 1) 
Com¬ 
pany's 
share 

Interest wholly tax-ex¬ 
empt _ 

$16,800 

83,200 
200,000 

700,000 

$12,600 

62,400 

150,000 

525,000 

$4,200 

20,800 

50,000 

175,000 

Interest partially tax- 

AYATTipt 

Dividends received. 

Other items of invest¬ 
ment yield. .. 

Investment yield ___ 

1,000,000 

750,000 

250,000 

Less: 

Company’s share of 
interest wholly tax- 
exempt_ 

$4,200 

12,000 

42,500 

25,000 


30/52 of company’s share 
of interest partially tax- 
exmept (30/52X$20, 
800) . .. _ 


85% of company’s share 
of dividends received 
(but not to exceed 85% 
of taxable investment 
income computed 
without regard to this 
deduction) (85%X 
$50 000) 


Small business deduc¬ 
tion (10% of invest¬ 
ment yield, not to 
exceed $25,000). 

83,700 

Taxable investment 
income.__ 


166,300 




§ 1.804—3 Gross investment income of a 
life insurance company. 

(a) Gross investment income defined. 
For purposes of part I, subchapter L, 
chapter 1 of the Code, section 804(b) 
defines the term “gross investment in¬ 
come” of a life insurance company as 
the sum of the following: 

(1) The gross amount of income 
from— , 

(1) Interest (including tax-exempt 

interest and partially tax-exempt inter¬ 
est) , as described in § 1.61-7. Interes 
shall be adjusted for amortization oi 
premium and accrual of discount n 
accordance with the rules prescribed 
section 818(b)(1) and the regulations 
thereunder. , „ 

(ii) Dividends, as described in s l-W • 

(iii) Rents and royalties, as descube 

in § 1.61-8. . 

(iv) The entering into of any lease, 
mortgage, or other instrument or■ agie 
ment from which the life prance c°m 
pany may derive interest, rents, 

royalties^ alteration or termination^ of 

any instrument or agreement dt _ 
in subdivision (iv) of this subparagrapn. 

For example, gross investment 
includes interest attributable to 
ment of premiums on othei .yy, 
annual basis (that is, on a ts rece ived 
quarterly, etc., basis), am0 ™ 1|s for the 
as commitment fees, as a bon t gIty 
entering into of a lease, or a L , e , 
for the early payment of a_nwi J be . 

(2) In the case of a taxable yea ^ 
ginning after December 3 . shor t- 
amount (if any) by wh l c *! th sec tion 
term capital gain (as defined in 
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1222 ( 5 )) exceeds the net long-term 
capital loss (as defined in section 1222 

(8)), and 

(3) The gross income from any trade 
or business (other than an insurance 
business) carried on by the life insurance 
company, or by a partnership of which 
the life insurance company is a partner. 

(b) No double inclusion of income. 
In computing the gross income from any 
trade or business (other than an insur¬ 
ance business) carried on by the life 
insurance company, or by a partnership 
of which the life insurance company is 
a partner, any item described in section 
804(b)(1) and paragraph (a)(1) of this 
section shall not be considered as gross 
income arising from the conduct of such 
trade or business or partnership, but 
shall be taken into account under section 
804(b)(1) and paragraph (a) (1) of this 
section. 

(c) Exclusion of net long-term capital 
gains. Any net long-term capital gains 
from the sale or exchange of a capital 
asset (or any gain considered to be from 
the sale or exchange of a capital asset 
under applicable law) shall be excluded 
from the gross investment income of a 
life insurance company. However, sec¬ 
tion 804(b) (2) and paragraph (a) (2) of 
this section provide that the amount (if 
any) by which the net short-term capi¬ 
tal gain exceeds the net long-term capi¬ 
tal loss shall be included in the gross 
investment income of a life insurance 
company. 


§ 1.804-4 Investment yield of a life in¬ 
surance company. 

(a) Investment yield defined. Section 
(c „ } defines the term “investment 

yield of a life insurance company for 
Purposes of part I, subchapter L, chapter 
i of the Code. Investment yield means 
gross investment income (as defined in 
Sj 804(b) and paragraph (a) of 
h. 304-3), less the deductions provided 
section 804(c) and paragraph (b) of 
Ctlon for ^vestment expenses, real 
estate expenses, depreciation, depletion, 
imL trade i_ or busin ess (other than an 
JJf ance busines s) expenses. However, 
PYtl! X ?u nses are deductible only to the 
inromi tha i tbey relate to investment 
Derive- 6 and ^ be . deduction of such ex- 
provkinl? disallowed by any other 
examnin ° f subtltle A of the Code. For 
allowahio m ^ estment expenses are not 
uecessJr? unless the y are ordinary and 
ot llfl f^nses within the meaning 
deduct nn 162 ’ and under section 265, no 
debter]n» n * S allowabl e for interest on in- 
chasenr f mci “* ed or continued to pur- 
which k c fV y .. obligation s the interest on 
toder exem Pt from taxation 

han nntk 1 ° f the Code - A deduc - 
to thelam» -t be permitted with respect 

(b) £5® i tem more tha n once. 
in come—.(T\r ns 1 rom Gross investment 

^tion m(c\ n nV tmen L ex V enses * <*> 
Action of P rovi des for the de- 

insurance P ^If stment expenses by a life 
Went V i^ Pa ^ y in determining in- 
are those Inve stment expenses*’ 

which are of the taxable year 

Auction nf fly char ^ eabl e against the 
example f^^vestment income. 
clu de salaHpc inyestm ent expenses in- 
es expenses paid exclu¬ 


sively for work in looking after invest¬ 
ments, and amounts expended for print¬ 
ing, stationery, postage, and steno¬ 
graphic work incident to the collection 
of interest. An itemized schedule of 
such expenses shall be attached to the 
return. 

(ii) Any assignment of general ex¬ 
penses to the investment department of 
a life insurance company for which a de¬ 
duction is claimed under section 804(c) 
(1) subjects the entire deduction for in¬ 
vestment expenses to the limitation pro¬ 
vided in that section and subdivision 

(iii) of this subparagraph. As used in 
section 804(c) (1), the term “general ex¬ 
penses” means any expense paid or in¬ 
curred for the benefit of more than one 
department of the company rather than 
for the benefit of a particular depart¬ 
ment thereof. For example, if real estate 
taxes, interest on a mortgage on a home 
office building, depreciation, or other 
expenses attributable to office space 
owned by the company and utilized by it 
in connection with its investment func¬ 
tion are assigned to investment expenses, 
such items shall be deductible as general 
expenses assigned to or included in in¬ 
vestment expenses and as such shall be 
subject to the limitation of section 804 
(c) (1) and subdivision (iii) of this sub- 
paragraph. Similarly, if an expense, 
such as a salary, is attributable to more 
than one department, including the in¬ 
vestment department, such expenses may 
be properly allocated among these de¬ 
partments. If such expenses are al¬ 
located, the amount properly allocable 
to the investment department shall be 
deductible as general expenses assigned 
to or included in investment expenses 
and as such shall be subject to the 
limitation of section 804(c) (1) and sub¬ 
division (iii) of this subparagraph. If 
general expenses are in part assigned to 
or included in investment expenses, the 
maximum allowance (as determined 
under section 804(c)(1)) shall not be 
granted unless it is shown to the satisfac¬ 
tion of the district director that such al¬ 
lowance is justified by a reasonable 
assignment of actual expenses. The 
accounting procedure employed is not 
conclusive as to whether any assignment 
has in fact been made. Investment ex¬ 
penses do not include Federal income 
and excess profits taxes, if any. In cases 
where the investment expenses allowable 
as deductions under section 804(c)(1) 
exceed the limitation contained therein, 
see section 809(d) (9). 

(iii) If any general expenses are in 
part assigned to or included in invest¬ 
ment expenses, the total deduction under 
section 804(c)(1) shall not exceed the 
sum of— 

(a) One-fourth of one percent of the 
mean of the assets (as defined in section 
805(b)(4) and paragraph (a)(4) of 
§ 1.805-5) held at the beginning and end 
of the taxable year, 

(b) The amount of the mortgage serv¬ 
ice fees for the taxable year, plus 

(c) Whichever of the following is the 
greater: 

( 1 ) One-fourth of the amount by 
which the investment yield (computed 
without any deduction for investment 
expenses allowed by section 804(c)(1)) 


exceeds 3% percent of the mean of the 
assets (as defined in section 805(b) (4)) 
held at the beginning and end of the 
taxable year, reduced by the amount of 
the mortgage service fees for the taxable 
year, or 

(2) One-fourth of one percent of the 
mean of the value of mortgages held at 
the beginning and end of the taxable 
year for which there are no mortgage 
service fees for the taxable year. For 
purposes of the preceding sentence, the 
term “mortgages held” refers to mort¬ 
gages, and other similar liens, on real 
property which are held by the company 
as security for “mortgage loans”. 

For purposes of section 804(c) (1) (B) 
and ,(C) (i) and (b) and (c)(1) of this 
subdivision, the term “mortgage service 
fees” includes mortgage origination fees. 
Such fees are not deductible in full in the 
year incurred but shall be amortized in 
accordance with the rules prescribed in 
section 818(b)(1) and the regulations 
thereunder. 

(iv) The operation of the limitation 
contained in section 804(c) (1) and sub¬ 
division (iii) of this subparagraph may 
be illustrated by the following example: 

Example. The books of S, a life insurance 
company, reflect the following items for the 
taxable year 1958: 

Investment expenses (including 


general expenses assigned to 
or included in investment ex¬ 
penses) __ $125, 000 

Mean of the assets held at the be¬ 
ginning and end of the taxable 

year - 20,000,000 

Mortgage service fees_ 25, 000 

Investment yield computed with¬ 
out regard to investment ex¬ 
penses _ 1, 200, 000 

Mean of the value of mortgages 
held at the beginning and end 
of the taxable year for which 
there are no mortgage service 
fees_ 6, 000, 000 


In order to determine the limitation on 
investment expenses, S would make* up the 
following schedule: 

1. Mean of the assets held at the 
beginning and end of the 


taxable year_$20, 000, 000 


2. One-fourth of 1 percent of 

item 1 (V 4 of 1% of 

$20,000,000)__ 50,000 

3. Mortgxge service fees_ 25,000 


4. The greater of (a) or (b): 

(a) (i) Investment 
yield computed 
without regard 
to investment 

expenses _$1, 200, 000 

(ii) Three and 
three -fourths 
percent of item 
1 (3%%X$20,- 

009,000). 750,000 


(iii) Excess of (i) 
over (ii) ($1,- 
200,000 minus 
$750,000)_ 450, 000 


(iv) One-fourth of 
(iii) (i,4X$450,- 

000) .. 112,500 

(v) Less: Mortgage 
service fees 

(item 3)_ 25,000 
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4. The greater of (a) or (b)—Con. 
(vi) Excess of (iv) 
over (v) ($112,- 
500 minus $25,- 
000)_ $87,500 


(b) One-fourth of 
1 percent of the 
mean of the 
value of mort¬ 
gages held at 
the beginning 
and end of the 
taxable year for 
which there are 
no mortgage 
service fees (% 
of 1 % X $6,000- 

000) _ 15, 000 

5. The greater of item 4 (a) 

or (b)... $87,500 


6 . Limitation on investment ex¬ 
penses (items 2, 3, and 
4(a)) _ 162,500 

As the investment expenses (including gen¬ 
eral expenses assigned to or included in in¬ 
vestment expenses) of S for the taxable year 
1958 ($125,000) do not exceed the limitation 
on such expenses ($162,500), S would be 
entitled to deduct the entire $125,000 under 
section 804(c) (1). 

(2) Real estate expenses and taxes. 
The deduction for expenses and taxes 
under section 804(c)(2) includes taxes 
(as defined in section 164), interest on a 
mortgage attributable to real property 
(or portion thereof) which is used for the 
production of gross investment income 
(as defined in section 804(b)), and other 
expenses for the taxable year exclusively 
on or with respect to real estate owned by 
the company. For example, no deduc¬ 
tion shall be allowed under section 804 
(c) (2) for amounts allowed as a deduc¬ 
tion under section 164(e) (relating to 
taxes of shareholders paid by a corpora¬ 
tion). No deduction shall be allowed 
under section 804(c) (2) for any amount 
paid out for new buildings, or for per¬ 
manent improvements or betterments 
made to increase the value of any prop¬ 
erty. An itemized schedule of such 
taxes and expenses shall be attached to 
the return. See subparagraph (4) of 
this paragraph for limitation of such 
deduction. 

(3) Depreciation. The deduction 
allowed for depreciation is, except as 
provided in section 804(c) (3) and sub- 
paragraph (4) of this paragraph, iden¬ 
tical to that allowed other corporations 
by section 167. Such amount allowed as 
a deduction from gross investment 
income in determining investment 
yield is limited to depreciation sustained 
on the property used, and to the extent 
used, for the purpose of producing the 
income specified in section 804(b). An 
election with respect to any of the 
methods of depreciation provided in sec¬ 
tion 167 shall not be affected in any way 
by the enactment of the Life Insurance 
Company Income Tax Act of 1959 (73 
Stat. 112). However, in appropriate 
cases, the method of depreciation may be 
changed with the consent of the Com¬ 
missioner. See section 167(e) and 
§ 1.167 (e)-l. See subparagraph (4) of 
this paragraph for limitation of such 
deduction. See section 809(d) (12) and 
the regulations thereunder for the treat¬ 
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ment of depreciable property used in the 
operation of a life insurance business. 

(4) Limitation on deductions allowable 
under section 804 (c)(2) and (c)(3). 
Section 804(c) (3) provides that the 
amount allowable as a deduction for 
taxes, expenses, and depreciation on or 
with respect to any real estate owned 
and occupied for insurance purposes in 
whole or in part by a life insurance com¬ 
pany shall be limited to an amount 
which bears the same ratio to such 
deduction (computed without regard 
to this limitation) as the rental value 
of the space not so occupied bears to the 
rental value of the entire property. For 
example, T, a life insurance company, 
owns a twenty-story downtown home 
office building which is subject to a mort¬ 
gage. The rental value of each floor of 
the building is identical. T rents nine 
floors to various tenants, one floor is 
utilized by it in operating its investment 
department, and the remaining ten floors 
are occupied by it in carrying on its 
insurance business. Since floor space 
equivalent to eleven-twentieths or 55 
percent, of the rental value of the entire 
property is owned and occupied for in¬ 
surance purposes by the company, the 
deductions allowable under section 804 
(c) (2) and (3) for taxes, interest on the 
mortgage, depreciation, and other real 
estate expenses shall be limited to nine- 
twentieths, or 45 percent, of the taxes, 
mortgage interest, depreciation, and 
other real estate expenses on account of 
the entire property. However, the 
portion of such allowable deductions 
attributable to the operation of the 
investment department (one-twentieth, 
or 5 percent) may be deductible as gen¬ 
eral expenses assigned to or included in 
investment expenses and as such shall be 
subject to the limitations of section 804 
(c)(1). Where a deduction is claimed 
as provided in this section, the parts of 
the property occupied and the parts not 
occupied by the company in carrying on 
its insurance business, together with the 
respective rental values thereof, must be 
shown in a schedule accompanying the 
return. 

(5) Depletion. The deduction for de¬ 
pletion (and depreciation) provided in 
section 804(c) (4) is identical to that al¬ 
lowed other corporations by section 611. 
The amount allowed by section 611 in the 
case of a life insurance company is lim¬ 
ited to depletion (and depreciation) sus¬ 
tained on the property used, and to the 
extent used, for the purpose of produc¬ 
ing the income specified in section 
804(b). See section 611 and §1.611-5 
for special rules relating to the depre¬ 
ciation of improvements in the case of 
mines, oil and gas wells, other natural 
deposits, and timber. 

(6) Trade or business deductions, (i) 
Under section 804(c) (5), the deductions 
allowed by subtitle A of the Code (with¬ 
out regard to this part) which are at¬ 
tributable to any trade or business (other 
than an insurance business) carried on 
by the life insurance company, or by a 
partnership of which the life insurance 
company is a partner are, subject to the 
limitations in subdivisions (ii), (iii), and 
(iv) of this subparagraph, allowable as 
deductions from the gross investment in¬ 


come of a life insurance company in de¬ 
termining its investment yield. Such 
deductions are allowable, however, only 
to the extent that they are attributable 
to the production of income which is in¬ 
cluded in the life insurance company’s 
gross investment income by reason of 
section 804(b)(3). However, since any 
interest, dividends, rents, and royalties 
received by any trade or business (other 
than an insurance business) carried on 
by the life insurance company, or by a 
partnership of which the life insurance 
company is a partner, is included in the 
life insurance company’s gross invest¬ 
ment income by reason of section 804 
(b) (1) and paragraph (b) of § 1.804-3, 
any expenses fairly chargeable against 
the production of such income may be 
deductible under section 804(c) (1), (2), 
(3), or (4). The allowable deductions 
may exceed the gross income from such 
business. 

(ii) In computing the deductions 
under section 804(c)(5), there shall be 
excluded losses— 

(a) From (or considered as from) 
sales or exchanges of capital assets, 

(b) From sales or exchanges of prop¬ 
erty used in the trade or business (as 
defined in section 1231(b)), and 

(c) From the compulsory or involun¬ 
tary conversion (as a result of destruc¬ 
tion, in whole or in part, theft or seizure, 
or an exercise of the power of requisition 
or condemnation or the threat or im¬ 
minence thereof) of property used in the 
trade or business (as so defined). 

(iii) Any item, to the extent attrib¬ 
utable to the carrying on of the insurance 
business, shall not be taken into account. 
For example, if a life insurance company 
operates a radio station primarily to ad¬ 
vertise its own insurance services, a por¬ 
tion of the expenses of the radio station 
shall not be allowed as a deduction. The 
portion disallowed shall be an amount 
which bears the same ratio to the total 
expenses of the station as the value o 
advertising furnished to the insurance 
company bears to the total value of sei 
ices rendered by the station. 

(iv) The deduction for net operating 
losses provided in section 172, and tne 
special deductions for corporations pro¬ 
vided in part VHI, subchapter B, chaptei 
1 of the Code, shall not be allowed. 

Par. 7. Section 1.805 is amended to 
read as follows: 

§ 1.805 Statutory provisions; life 
ance companies; policy and 
contract liability requirements. 

Sec. 805. Policy and other con f ra< £ ' a * r . 
ity requirements—(a) In general .■ p d 

poses of this part, the term “ nS , 

other contract liability requirem 
for any taxable year, the sum of erveSf 

(1) The adjusted life insuranc 
multiplied by the adjusted rese * reserves 

(2) The mean of the pension plan reser^ 

at the beginning and end °* ‘ s ra te, and 

multiplied by the current earning 

(3) The interest paid. ea rnings 

(b) Adjusted reserves rate. an 

rates-(l) Adjusted reserves rate. * ^ 

poses of this part, the ad j us f f d f e earnings 
for any taxable year is the a ings r ate. 
rate or, if lower, the current e. eposes 

(2) Current earnings rate ., ^ ate foT 

of this part, the current earnb mine d 
any taxable year is the amount dete 
by dividing—* 
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(A) The taxpayer’s investment yield for 
such taxable year, by 

(B) The mean of the taxpayer’s assets at 
the beginning and end of the taxable year. 

(3) Average earnings rate —(A) In gen¬ 
eral For purposes of this part, the average 
earnings rate for any taxable year is the 
average of the current earnings rates for 
such taxable year and for each of the 4 tax¬ 
able years immediately preceding such tax¬ 
able year (excluding any of such 4 taxable 
years for which the taxpayer was not an in¬ 
surance company). 

(B) Special rules. For purposes of sub- 

paragraph (A) — 

(i) The current earnings rate for any tax¬ 
able year beginning before January 1, 1958, 
shall be determined as if this part (as in 
effect for 1958) and section 381(c) (22) ap¬ 
plied to such taxable year, and 

(ii) The current earnings rate for any 
taxable year of any company which, for such 
year, is an insurance company (but not a life 
insurance company) shall be determined as 
if this part applied to such company for 
such year. 

(4) Assets. For purposes of this part, the 
term “assets” means all assets of the com¬ 
pany (including non-admitted assets), other 
than real and personal property (excluding 
money) used by it in carrying on an insur¬ 
ance trade or business. For purposes of this 
paragraph, the amount attributable to— 

(A) Real property and stock shall be the 
fair market value thereof, and 

(B) Any other asset shall be the adjusted 
basis (determined without regard to fair 
market value on December 31, 1958) of such 
asset for purposes of determining gain on 
sale or other disposition. 

(?) Adjusted life insurance reserves —(1) 
Adjusted life insurance reserves defined. For 
purposes of this part, the term “adjusted life 
insurance reserves” means— 

(A) The mean of the life insurance re¬ 
serves (as defined in section 801(b)), other 
than pension plan reserves, at the beginning 
and end of the taxable year, multiplied by 

(B) That percentage which equals 100 
percent— 

. M In creased by that percentage which is 

o times the average rate of interest assumed 
anri 6 taxpayer in emulating such reserves. 


(h) Reduced by that percentage which is 
times the adjusted reserves rate. 

Avera 9 e interest rate assumed. For 
intir° S ? S of Part* the average rate of 
est assumed in calculating reserves shall 
be computed— 

inw, multiplying each assumed rate of 
such * by tlle mean s of the amounts of 
beeinr^ SeiVes com P ut ed at that rate at the 
and end of taxable year, and 
Uc ts L y dividin 8 (i) the sum of the prod- 
by (ii\ th rtained under subparagraph (A), 
at thp h ^ mean of tkc total of such reserves 
(di P eginnin S and end . of the taxable year. 
Vlan rp* e 0 nSl0n plan ^serves— (1) Pension 
Part thp l VeS de ^ ned - For purposes of this 
that’«nnrfi rm <pension Plan reserves” means 
\7hich P k oi?^ 1 « the life insurance reserves 
11, p all0c able to contracts— 
into lin? < : aSed under contracts entered 
contract, rUSts which ( as of the time the 
to be in T ere entered into) were deemed 
ana exemnt rU f StS des cribed in section 401(a) 
or (U) + fr ° m tax under action 501(a), 

165 of exempt from ta x under section 
or the Inter nal Revenue Code of 1939 

rev enue iaw r s reSPOndinS provisions of Prior 

into un^r C n? Sed under contracts entered 
c °htract s w ?,. anS which "(as of the time the 

1)6 Plans meet^ e i 1 ^ r€d into) were deemed 
401 (a) (3) ,l\ ng the re( iuirements of section 
toents of RAJ’ and ( 6 )» or the require- 

,6)of ^ Z°na 1 1 £ (a) <3) ’ (4) ' (5) and 

vernal Revenue Code of 1939; 


(C) Provided for employees of the life in¬ 
surance company under a plan which, for 
the taxable year, meets the requirements of 
section 401(a) (3), (4), (5), and (6); or 

(D) Purchased to provide retirement an¬ 
nuities for its employees by an organization 
which (as of the time the contracts were 
purchased) was an organization described 
in section 501(c)(3) which was exempt from 
tax under section 501(a) or was an organiza¬ 
tion exempt from tax under section 101(6) of 
the Internal Revenue Code of 1939 or the 
corresponding provisions of prior revenue 
laws. 

(2) Special transitional rule. For purposes 
of this part, the amount taken into account 
as pension plan reserves shall be— 

(A) In the case of a taxable year beginning 
after December 31, 1957, and before January 
1, 1959, zero; 

(B) In the case of a taxable year begin¬ 
ning after December 31, 1958, and before 
January 1, 1960, 33% percent of the* amount 
thereof (determined without regard to this 
paragraph); 

(C) In the case of a taxable year beginning 
after December 31, 1959, and before January 
1, 1961, 66% percent of the amount thereof 
(determined without regard to this para¬ 
graph) ; and 

(D) In the case of a taxable year beginning 
after December 31, 1960, 100 percent of the 
amount thereof. 

(e) Interest paid. For purposes of this 
part, the interest paid for any taxable year 
is the sum of— 

( 1 ) Interest on indebtedness. All interest 
for the taxable year on indebtedne^, except 
on indebtedness incurred or continued to 
purchase or carry obligations the interest 
on which is wholly exempt from taxation 
under this chapter. 

(2) Amounts in the nature of interest. All 
amounts in the nature of interest, whether 
or not guaranteed, for the taxable year on 
insurance or annuity contracts (including 
contracts supplementary thereto) which do 
not involve, at the time of accrual, life, 
health, or accident contigencies. 

(3) Discount on prepaid premiums. All 
amounts accrued for the taxable year for 
discounts in the nature of interest, whether 
or not guaranteed, on premiums or other 
consideration paid in advance on insurance 
or annuity contracts. 

(4) Interest on certain special contingency 
reserves. Interest for the taxable year on 
special contingency reserves established pur¬ 
suant to section 8(d) of the Federal Em¬ 
ployees’ Group Life Insurance Act of 1954 
(5U.S.C. 2097(d)). 

[Sec. 805 as amended by sec. 2, Life Insurance 
Company Tax Act 1955 (70 Stat. 43); sec. 2 
Life Insurance Company Income Tax Act 
1959 (73 Stat. 118) ] 

Par. 8. There are inserted immediately 
after § 1.805-2 the following new 
sections: 

§ 1.805-3 Taxable years affected. 

Sections 1.805-1 and 1.805-2 are ap¬ 
plicable only to taxable years beginning 
after December 31, 1953, and before Jan¬ 
uary 1, 1955, and all references to sec¬ 
tions of part I, subchapter L, chapter 1 
of the Code are to the Internal Revenue 
Code of 1954, before amendments. Sec¬ 
tions 1.805-4 through 1.805-8, except as 
otherwise provided therein, are appli¬ 
cable only to taxable years beginning 
after December 31, 1957, and all refer¬ 
ences to sections of part I, subchapter L, 
chapter 1 of the Code are to the Internal 
Revenue Code of 1954, as amended by 
the Life Insurance Company Income Tax 
Act of 1959 (73 Stat. 112). 


§ 1.805—4 Policy and other contract lia¬ 
bility requirements. 

(a) Introduction. Section 805 relates 
to the determination of the policy and 
other contract liability requirements of 
a life insurance company. This deter¬ 
mination furnishes the numerator of a 
fraction to be used in determining the 
policyholders’ share of each and every 
item of the investment yield (including 
tax-exempt interest, partially tax- 
exempt interest, and dividends received). 
The denominator of this fraction is the 
investment yield (as determined under 
section 804(c) and § 1.804-4). The per¬ 
centage obtained from this fraction is 
used in determining the policyholders’ 
share of each and every item of the in¬ 
vestment yield (including tax-exempt 
interest, partially tax-exempt interest, 
and dividends received), which shall not 
be included in taxable investment in¬ 
come (as determined under section 804 

(a) (2) and paragraph (d) of § 1.804-2). 

(b) Policy and other contract liability 
requirements defined. Section 805(a) 
defines the term “policy and other con¬ 
tract liability requirements” of a life 
insurance company, for any taxable year, 
for purposes of part I, subchapter L, 
chapter 1 of the Code, as the sum of— 

(1) The adjusted life insurance re¬ 
serves (as defined in section 805(c) (1)), 
multiplied by the adjusted reserves rate 
(as defined in section 805(b) (1)), 

(2) The mean of the pension plan 
reserves (as defined in section 805(d) 
(1)) at the beginning and end of the 
taxable year* multiplied by the current 
earnings rate (as defined in section 805 

(b) (2)), and 

(3) The interest paid (as defined in 
section 805(e)). 

§ 1.805—5 Adjusted reserves rate and 
earnings rates. 

(a) In general. For purposes of part 
I, subchapter L, chapter 1 of the Code, 
section 805(b) defines the terms “ad¬ 
justed reserves rate”, “current earnings 
rate”, “average earnings rate”, and 
“assets”. These terms, with such mean¬ 
ing ascribed to them, are to be used in 
computing the policy and other contract 
liability requirements (as determined 
under section 805(a)). For the meaning 
of the term “current earnings rate” in 
the case of variable annuity contracts, 
see section 801(g)(3). The terms “ad¬ 
justed reserves rate”, “current earnings 
rate”, “average earnings rate”, and 
“assets” are defined as follows; 

(1) Adjusted reserves rate. For any 
taxable year, the term “adjusted reserves 
rate” means the average earnings rate 
(as defined in section 805(b) (3) and sub- 
paragraph (3) of this paragraph), or, if 
lower, the current earnings rate (as de¬ 
fined in section 805(b) (2) and subpara¬ 
graph (2) of this paragraph). 

(2) Current earnings rate. For any 
taxable year, the term “current earnings 
rate” means the amount determined by 
dividing— 

(i) The taxpayer’s investment yield 
(as determined under section 804(c)) 
for such taxable year, by 

(ii) The mean of the taxpayer’s as¬ 
sets (as defined in section 805(b)(4) 
and subparagraph (4) of this para- 
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graph) at the beginning and end of 
such taxable year. 

(3) Average earnings rate —(i) Defi¬ 
nition. For any taxable year, the term 
“average earnings rate” means the av¬ 
erage of the current earnings rate for 
such taxable year and the current earn¬ 
ings rate for each of the 4 taxable years 
immediately preceding such taxable 
year (excluding any of such 4 taxable 
years for which the taxpayer was not 
an insurance company). 

(ii) Special rules. For purposes of 
computing the 5-year average earnings 
rate under section 805(b)(3)(A) and 
subdivision (i) of this subparagraph, the 
following special rules are to be 
applied— 

(a) The current earnings rate for any 
taxable year beginning before January 
1 , 1958, shall be determined as if part I 
(as in effect for 1958) and section 381 
(c) (22) applied to such taxable year; 

(b) The current earnings ;rate for any 
taxable year of any company-which, for 
such year, is an insurance company (but 
not a life insurance company as defined 
in section 801(a)) shall be determined as 
if part I applied to such company for 
such year; and 

(c) A fractional part of a year which 
is a taxable year under sections 441(b) 
and 7701(a) (23) shall be a preceding 
taxable year for the purpose of deter¬ 
mining the first, second, third, or fourth 
preceding taxable year. For the deter¬ 
mination of the current earnings rate 
for such short taxable year, see section 
818(d) and the regulations thereunder. 

(4) Assets —(i) Definition. Section 
805(b) (4) defines the term “assets” as 
meaning all assets of the life insurance 
company (including nonadmitted as¬ 
sets) , other than real and personal prop¬ 
erty (excluding money) used by the life 
insurance company in carrying on an 
insurance trade or business. For pur¬ 
poses of the preceding sentence, the 
term “money” includes cash, currency, 
bank deposits (including time deposits) 
whether or not interest bearing, share 
accounts in savings and loan associa¬ 
tions, checks (whether or not certified), 
drafts, money orders, and any other 
item of similar nature. The following 
items are the only ones to be excluded 
from the term “assets” as being consid¬ 
ered “used by the life insurance company 
in carrying on an insurance trade or 
business”: 

(a) The home office and branch office 
buildings (including land) owned and 
occupied by the life insurance company; 

(b) Furniture and equipment owned 
by the life insurance company and used 
in the home office and branch office build¬ 
ings occupied by the life insurance 
company; 

(c) Supplies, stationery, and printed 
matter used in the operations conducted 
in the home office and branch office 
buildings occupied by the life insurance 
company where for tax purposes such 
items are inventoried; and 

( d ) Automobiles and other deprecia¬ 
ble personal property used in connection 
with the operations conducted in the 
home office and branch office buildings 
occupied by the life insurance company. 


However, if any item, or portion thereof, 
of property falls within one of the above- 
listed groups and also is an “investment 
asset” (an asset from which gross in¬ 
vestment income, as defined in section 
804(b), is derived), such item, or portion 
thereof, shall not be excluded from the 
term “assets”. Any item, or portion 
thereof, excluded from the definition of 
the term “assets” shall not be taken into 
account in computing the denominator 
used in determining the current earnings 
rate under section 805(b)(2) and sub- 
paragraph (2) of this paragraph. Con¬ 
versely, any item or portion thereof, 
included in the term “assets” shall be 
taken into account in computing the 
denominator used in determining the 
current earnings rate. 

(ii) Illustration of principles. The 
provisions of subdivision (i) of this sub- 
paragraph may be illustrated by the 
following examples: 

Example (I). Included in the statement 
of assets of P, a life insurance company, are 
the following items: Bonds; stocks; mort¬ 
gages; home office and branch office build¬ 
ings owned and wholly occupied by the 
company; furniture and equipment owned 
by the company and used in the home office 
and branch office buildings occupied by the 
company; agents’ debit balances; premiums 
deferred and uncollected and premiums due 
and unpaid; bank deposits (including time 
deposits); and share accounts in savings and 
loan associations. For purposes of section 
805(b)(4) and this subparagraph, the home 
office and branch office buildings owned and 
wholly occupied by the company, and the 
furniture and equipment owned by the com¬ 
pany and used by it in connection with the 
operations conducted in the home office and 
branch office buildings occupied by the com¬ 
pany, shall be excluded from the term 
“assets” since such items are the only ones 
considered as being used by P in carrying on 
an insurance trade or business. Accordingly, 
since bonds, stocks, mortgages, agents’ debit 
balances, premiums deferred and uncollected 
and premiums due and unpaid, bank deposits 
(including time deposits), and share ac¬ 
counts in savings and loan associations are 
not considered as being used by P in carry¬ 
ing on an insurance trade or business, they 
are included within the term “assets” and, 
therefore, shall be taken into account by P 
in determining its current earnings rate. 

Example (2). M, a life insurance company, 
owns an eleven-story downtown home office 
building, the ground floor of which it rents 
to various tenants and the remaining ten 
floors of which are occupied by it in carrying 
on its insurance business and operating its 
investment department. Under the provi¬ 
sions of section 805(b)(4) and this sub- 
paragraph, the ten floors occupied by M in 
carrying on its insurance business and op¬ 
erating its investment department shall be 
excluded from the term “assets”. However, 
the ground floor rented to various tenants 
is an “investment asset” and as such shall 
be included within the term “assets” and, 
therefore, shall be taken into account by M 
in determining its current earnings rate. 

(iii) Valuation of assets. For pur¬ 
poses of section 805(b) (4) — 

(a) The amount attributable to real 
property and to stock shall be the fair 
market value thereof, and 

(b) The amount attributable to any 
other asset shall be the adjusted basis 
(determined without regard to fair mar¬ 
ket value on December 31, 1958) of such 


asset for purposes of determining gain 
on sale or other disposition. 


In applying the provisions of section 805 
(b) (4) and this subdivision, the fair 
market value or the adjusted basis (as 
the case may be) shall be determined 
without reduction for any incumbrance, 
lien, mortgage, etc. 

(iv) Special rules, (a) All items in¬ 
cluded within the term “assets” shall be 
valued at the beginning and end of the 
taxable year. If, during the taxable 
year, there is a change in life insurance 
reserves (either increases or decreases) 
attributable to the transfer between the 
taxpayer and another person of liabili¬ 
ties under contracts taken into account 
in computing such reserves, the mean of 
the assets shall be appropriately ad¬ 
justed, on a daily basis, to reflect the 
amounts involved in such transfer. See 
section 806(a) and paragraph (b) (3) 
and (4) of § 1.806-3. 

(b) In the case of real property, under 
appropriate circumstances the fair mar¬ 
ket value may be determined on the basis 
of a reasonable approximation of fair 
market value as shown to the satisfaction 
of the district director, rather than on 
the basis of an annual reappraisal. 

(c) In determining the fair market 
value of stocks, any reasonable valuation 
method may be used. Such methods in¬ 
clude the valuation methods described 
in § 20.2031-2 of this chapter (Estate Tax 


Regulations). 

(b) Illustration of principles. The 
provisions of section 805(b) and para¬ 
graph (a) of this section may be illus¬ 
trated by the following examples. Far 
purposes of these examples, it is assumed 
that all computations have been carried 
out to a sufficient number of decimal 
places to insure substantial accuracy and 
to eliminate any significant error in the 
resulting tax liability. 


Example (1). For the taxable year 1958, 
T, a life insurance company (as defined in 
section 801(a)) organized in 1951, had tne 
following current earnings rate history: 


Taxable year: 

1951 _ 

1952 _ 

1953 _ 

1954—. 

1955 _ 

1956 _ 

1957 _ 

1958 _ 


Current 
earnings rate 
. 3.1 

3.3 

3.2 

3.3 
3.5 

_ 3.8 

_ 3.6 

3.8 


• the taxable year 1958, T would have ah 
rage earnings rate of 3.6 P erce ' cur _ 
;ed by taking Into account rally “ 1958 
t earnings rates for the taxabI ® £ e diately 
i each of the 4 taxable years 

ceding such taxable year. Th ^ld be 
^rves rate for such taxable rate 0 f 

percent since the average ear | current 
percent is lower than the 1 
nings rate of 3.8 percent. as 

:xample (2). The facts are the same 
example (1) except that the^ lngs 

issue is 1959, and the curren ent 

e for such taxable y ear J^ a ld have an 

• the taxable year corn- 

rage earnings rate °tM P t he cur- 
;ed by taking into account only ^ 1959 
t earnings rates for '•.^'immediately 
1 each of the 4 taxable y ears ™ ndJu sted 
..oriiTur such taxable year. _ The “ J , d 
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be 2.8 percent since the current earnings rate 
of 2.8 percent for 1959 is lower than the aver¬ 
age earnings rate of 3.5 percent. 

Example (3). For the taxable year 1959, 
p, a life insurance company (as defined in 
section 801(a)) organized in 1957, had the 
following current earnings rate history: 


Taxable year: 


Current 
earnings rate 


1957 

1958 

1959 


3. 1 
3.3 
3.8 


For the taxable year 1959, P would have an 
average earnings rate of 3.4 percent. Since 
P has been in existence for only 3 years, the 
average earnings rate is computed on the 
basis of the current earnings rate for the 
taxable year 1959 and the 2‘taxable years 
immediately preceding such taxable year. 
The adjusted reserves rate for such taxable 
year would be 3.4 percent. 

Example (4). Y was organized as an in¬ 
surance company (other than life) in 1954. 
In 1957, Y qualified as a life insurance com¬ 
pany (as defined in section 801(a)) and has 
remained a life insurance company since 
that date. Since its formation, Y has had 
the following current earnings rate history: 


Current 

Taxable year: earnings rate 

1954 ..... 3.1 

1955 - 3.3 

1956 ....... 3 . 5 

1957 _ 3 4 

1958 ..I””” Jl™“ 3. 6 

1959 ____ g. 7 

For the taxable year 1959, Y would have an 
average earnings rate of 3.5 percent, com¬ 
puted by taking into account the current 
earnings rate for the year 1959 and the 4 
taxable years immediately preceding such 
ioS ble year ’ Tile ta xable years 1956 and 
1955 are included in this computation since 
Y was an insurance company (though not 
hie insurance company) during such tax¬ 
able years. The adjusted reserves rate for 
uch taxable year would be 3.5 percent. 
Example (5). The facts are the same as in 
ample (4) except that prior to becoming a 
me insurance company in 1957, Y was an 
lq^ cor Poration. For the taxable year 
nf n ’ J would have an average earnings rate 
r ' ' P e y c ent, computed by taking into ac- 
thncA* 11 the curren t earnings rates for 
insure able years durin g which Y was a life 
adwL CG com P an y (1957, 1958, 1959). The 

would k r ^ s ® rves rate for such taxable year 

Would be 3.57 percent. 

§ 1.805-6 Adjusted life insurance re¬ 

serves. 

li f e durance reserves 
chantl' r F u' pulposes of Part I, sub- 
805(i<un’^ 1 ^? pter 1 the Code > section 

insurant deflnes the term “adjusted life 
“isurance reserves" as— 

serves T f» e 1 ^ e i n of the Ufe insurance re- 
other tho® defined in section 801(b)), 
toed in fl PCnsion Plan reserves (as de- 
anci end 805<d) 1. at the beginning 
by d of the taxable year, multiplied 

P«i'cenw. at Percentage wll ich equals 100 

which isTn t aSed .£ y that Percentage 
terest assum^h average rate of in- 
iennined^^ by the taxpayer (as de- 
Bar agranh | e 5i ion 805(c ><2> and 
^latin^cneh ° f tlus section) in cal- 
(i» p ? uch reserves, and 

Is 10 by that Percentage which 

wmes the adjusted reserves rate (as 

NO. 1R1- 


defined in section 805(b)(1) and para¬ 
graph (a) (1) of § 1.805-5). 

(b) Average rate of interest assumed 
defined. For purposes of part I, sec¬ 
tion 805(c) (2) defines the term “average 
rate of interest assumed” by the company 
in calculating reserves, as the rate de¬ 
termined by— 

(1) Multiplying each assumed rate of 
interest by the means of the amounts of 
such reserves computed at that rate at 
the beginning and end of the taxable 
year, and 

(2) Dividing the sum of the products 
ascertained under subparagraph (1) of 
this paragraph by the mean of the total 
of such reserves at the beginning and 
end of the taxable year. 

(c) Special rule. For purposes of sec¬ 
tion 805(c) and this section, the amount 
of life insurance reserves taken into ac¬ 
count shall be adjusted first as required 
by section 818(c) (relating to an election 
with respect to life insurance reserves 
computed on a preliminary term basis) f 
and then as required by section 806(a) 
(relating to adjustments for certain 
changes in reserves and assets). How¬ 
ever, no adjustment shall be made under 
section 806(b) (relating td change in 
basis in computing reserves) for the year 
in which the change occurs, since such 
adjustment is not taken into account 
until the beginning of the next taxable 
year. 

(d) Illustration of principles. The 
provisions of section 805(c) and this sec¬ 
tion may be illustrated by the following 
examples: 

Example (1). The books of R, a life in¬ 
surance company, reflect the following: 
Mean of the life insurance reserves 
(other than pension plan re¬ 
serves) _$800, 000 

Company’s current earnings rate_ 4% 

Company’s average earning rate 
(for the current and 4 prior 

years) ..--- 3.5% 

Company’s average assumed rate 

(as defined in section 805(c) (2). 2. 5% 

In order to determine the amount of its 
adjusted life insurance reserves, R would 
first determine its adjusted reserves rate. 
This rate would be 3.5 percent since R’s 
average earnings rate (3.5 percent) is lower 
than its current earnings rate (4 percent). 
R would then make up the following 
schedule: 

1. Mean of the life insurance re¬ 

serves (other than pension 

plan reserves)_$800, 000 

2. Item 1 multiplied by: 

(a) That percentage 

which equals_100% 

(b) Increased by 10 

times the average 
rate of interest 
assumed (10X 
2.5%) . 25% 


(c) Total .125% 

(d) Less: 10 times the 

adjusted reserves 
rate (10X3:5%)- 35% 

(e) Item 2(c) minus 

Item 2(d) (125% 

minus 35%)_ 90% 


8 . Adjusted life insurance reserves 

($800,000 multiplied by 90 %) - 720, 000 


Example (2). The books of S, a life in¬ 
surance company, reflect the following items: 


Col. 1 

Col. 2 

Col. 3 

Col. 4 

Col. 5 

Reserves at 
beginning of 
year 

Reserves 
at end of 
year 

Means of 
reserves 

Assumed 
rate of 
interest 

(Col. 3 
X 

Col. 4) 
Product 

$850,000. 

750,000. 

$1,150,000 

1,2.50,000 
500,000 

$1,000,000 

1,000,000 

400,000 

Percent 

2 

2. 5 ' 

20.000 
25,000 
9,000 

300,000. 

2.25 


Total. 


2,400,000 


54,000 





For purposes of section 805(c), the average rate of 
interest assumed for the taxable year would be 2.25 per¬ 
cent (54,000-7-2,400,000). 


§ 1.805—7 Pension plan reserves. 

(a) In general. One of the elements 
to be taken into account in computing 
the amount of the policy and other con¬ 
tract liability requirements (as defined 
in section 805(a) and paragraph (b) of 
§ 1.805-4) of a life insurance company 
is the investment income attributable to 
pension plan reserves (as defined in sec¬ 
tion 805(d) (1) and paragraph (b) of this 
section). The amount of this element 
to be included in the policy and other 
contract liability requirements shall be 
determined by multiplying the mean of 
such pension plan reserves at the be¬ 
ginning and end of the taxable year by 
the current earnings rate (as defined in 
section 805(b)(2)) of the company. 
However, the amount of such reserves 
taken into account must be adjusted 
first as required by section 818(c) (relat¬ 
ing to an election with respect to life 
insurance reserves computed on a pre¬ 
liminary term basis) and then as re¬ 
quired by section 806(a) (relating to 
adjustments for certain changes in re¬ 
serves and assets) before applying the 
current earnings rate thereto. Any 
amounts held by a life insurance com¬ 
pany under deposit administration plans 
shall not be included in pension plan 
reserves as such amounts do not qualify 
as life insurance reserves under section 
801(b). 

(b) Pension plan reserves defined . 
For purposes of part I, subchapter L, 
chapter 1 of the Code, section 805(d) (1) 
defines the term “pension plan reserves” 
as that portion of the life insurance re¬ 
serves (as defined in section 801(b)) 
which is allocable to contracts— 

(1) Purchased under contracts en¬ 
tered into with trusts which (as of the 
time the contracts were entered into) 
were deemed to be trusts described in 
section 401(a) and exempt from tax 
under section 501(a) of the Internal 
Revenue Code of 1954, or trusts exempt 
from tax under section 165 of the In¬ 
ternal Revenue Code of 1939 (prior to, 
or after, the 1942 amendments) or the 
corresponding provisions of prior rev¬ 
enue laws; 

(2) Purchased under contracts en¬ 
tered into under plans which (as of the 
time the contracts were entered into) 
were deemed to be plans meeting the re¬ 
quirements of section 401(a) (3), (4), 
(5), and (6) of the Internal Revenue 
Code of 1954, or the requirements of 
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section 165(a) (3), (4), (5), and (6) of 
the Internal Revenue Code of 1939; 

(3) Provided for employees of the life 
insurance company under a plan which, 
for the taxable year, meets the require¬ 
ments of section 401(a) (3), (4), (5), 
and (6). For this purpose, the term 
“employees” includes full-time life in¬ 
surance salesmen treated as employees 
under section 7701(a) (20); or 

(4) Purchased to provide retirement 
annuities for the employees of an or¬ 
ganization which (as of the time the 
contracts were purchased) was an or¬ 
ganization described in section 501(c) (3) 
which was exempt from tax under sec¬ 
tion 501(a) or was an organization 
exempt from tax under section 101(6) 
of the Internal Revenue Code of 1939 
or the corresponding provisions of prior 
revenue laws. The definition of pension 
plan reserves described in section 805(d) 

(1) (D) and this subparagraph includes 
only life insurance reserves held under 
contracts purchased by those organiza¬ 
tions described in section 501(c) (3) and 
exempt from tax under section 501(a), 
and does not include life insurance re¬ 
serves held under contracts purchased 
by organizations described under any 
other provision of section 501(c). Ac¬ 
cordingly, the reserves held under con¬ 
tracts purchased by such other exempt 
organizations, or by entities not subject 
to Federal income tax (such as a State, 
municipality, etc.), shall not be treated 
as pension plan reserves unless they 
qualify as such under section 805(d) (1) 
(A), (B), or (C). 

(c) Special transitional rule. For 
purposes of part I, section 805(d) (2) 
provides a special transitional rule for 
the treatment of pension plan reserves. 
Such rule provides that— 

(1) For a taxable year beginning after 
December 31, 1957, and before January 
1, 1959, the pension plan reserves shall 
be included with life insurance reserves 
in determining the policy and other con¬ 
tract liability requirements under sec¬ 
tion 805(a)(1); 

(2) For a taxable year beginning after 
December 31, 1958, and before January 
1, 1960, two-thirds of the pension plan 
reserves shall be taken into account 
under section 805(a) (1) as life insurance 
reserves and one-third shall be taken 
into account under section 805(a) (2) as 
pension plan reserves; 

(3) For a taxable year beginning after 
December 31, 1959, and before January 
1, 1961, one-third of the pension plan 
reserves shall be taken into account 
under section 805(a) (1) as life insur¬ 
ance reserves and two-thirds shall be 
taken into account under section 805(a) 

(2) as pension plan reserves; and 

(4) For a taxable year beginning after 
December 31, 1960, the entire amount of 
the pension plan reserves shall be taken 
into account under section 805(a) (2) as 
pension plan reserves. 

(d) Illustration of principles. The 
provisions of section 805(d) (2) and para¬ 
graph (c) of this section may be illus¬ 
trated by the following example: 

Example. For each of the taxable years 
1958, 1959, 1960, and 1961, the mean of the 
life insurance reserves of Y, a life insurance 
company, is $100,OO0, including $30,000 allo¬ 


cable to contracts described in section 805 
(d) (1). In determining its policy and other 
contract liability requirements for the tax¬ 
able year 1958, Y shall treat the entire 
$100,000 as life insurance reserves and no 
part of such amount shall be treated as 
pension plan reserves. For the taxable year 
1959, Y shall treat $90,000 as life insurance 
reserves and $10,000 ( y 3 of $30,000) as pen¬ 
sion plan reserves in determining its policy 
and other contract liability requirements for 
such taxable year. For the taxable year 1960, 

Y shall treat $80,000 as life insurance re¬ 
serves and $20,000 (% of $30,000) as pension 
plan reserves in determining its policy and 
other contract liability requirements for 
such taxable year. For the taxable year 1961, 

Y shall treat $70,000 as life insurance re¬ 
serves and $30,000 as pension plan reserves 
in determining its policy and other contract 
liability requirements for such taxable year. 

§ 1.805—8 Interest paid. 

(a) In general. Section 805(e) pro¬ 
vides four categories of interest items the 
sum of which constitutes the “interest 
paid” for any taxable year. Interest 
paid is one of the elements of the policy 
and other contract liability requirements 
of a life insurance company. The policy 
and other contract liability requirements 
is used in determining the policyholders* 
share of each and every item of invest¬ 
ment yield which is not included in tax¬ 
able investment income. Thus, the 
interest paid that is required to be in¬ 
cluded in the computation of the policy 
and other contract liability requirements 
relates only to interest incurred on, or in 
connection with, insurance or annuity 
contracts. Interest which does not meet 
the requirements of section 805(e) may 
be allowable under section 804(c) (1) if it 
meets the requirements of investment 
expenses, under section 804(c)(2) if it 
meets the requirements of real estate 
expenses, under section 804(c) (5) if it 
meets the requirements of trade or busi¬ 
ness deductions, or under section 809(d) 
(12). However, in no event may the 
same item be included under more than 
one of these sections. 

(b) Interest paid defined. For pur¬ 
poses of part I, subchapter L, chapter 1 
of the Code, the term “interest paid” as 
used in section 805(e) means the sum 
of— 

(1) All interest for the taxable year on 
indebtedness incurred in connection with 
an insurance or annuity contract. As 
used in section 805(e) (1) and this para¬ 
graph, the term “indebtedness” means 
an obligation, absolute and not contin¬ 
gent, to pay on demand or within a given 
time, in cash or another medium, a fixed 
amount. Indebtedness does not include 
reserves such as life insurance reserves, 
as defined in § 1.801-4, nor does it in¬ 
clude deferred dividends. Examples of 
items which meet the requirement of in¬ 
debtedness as well as the requirement of 
being incurred in connection with insur¬ 
ance or annuity contracts are deferred 
policy and contract benefit funds, pre¬ 
mium deposit funds (or premiums paid 
in advance), deposit administration 
funds, and dividends held on deposit. For 
purposes of section 805(e)(1) and this 
paragraph, the term “interest** means 
guaranteed interest. For purposes of 
the preceding sentence, interest is guar¬ 
anteed only if the interest is accrued 


pursuant to an agreement under which 
the amount of the interest is fixed or 
determinable, and if, at the time of 
accrual, there is an unconditional obliga¬ 
tion to accrue such interest. Guaranteed 
interest does not include an amount 
which is payable entirely within the dis¬ 
cretion of the company. Any interest on 
indebtedness incurred in connection with 
an insurance or annuity contract shall 
not be included as interest paid if such 
indebtedness is incurred or continued by 
the company in order to purchase or 
carry obligations the interest on which is 
wholly exempt from tax under chapter 
1 of the Code. 

(2) All amounts in the nature of 
interest, whether or not guaranteed, for 
the taxable year on insurance or annuity 
contracts which do not involve, at the 
time of accrual, life, health, or accident 
contingencies. For purposes of the pre¬ 
ceding sentence, the term “insurance or 
annuity contracts” includes supplemen¬ 
tary contracts. A supplementary con¬ 
tract is a contract which is issued upon 
the termination of an original benefit 
contract in full or partial settlement of 
the amount then payable thereunder. 
Amounts in the nature of interest include 
so-called excess-interest dividends as 
well as guaranteed interest accrued 
within the taxable year on such con¬ 
tracts. A contract to pay insurance 
benefits in installments over a specified 
period, for example, a contract to pay 
the insurance benefit in 10 annual in¬ 
stallments, is considered as a supplemen¬ 
tary contract not involving life contin¬ 
gencies. It is immaterial whether the 
optional mode of settlement specified in 
the insurance or annuity contract arises 
from an option exercised by the insured 
during his or her lifetime or from an 
option exercised by either the insured oi 
a beneficiary after the policy has ma¬ 
tured. Thus, no distinction is maae 
based on the person choosing the metno 
of payment, and the full amount of t 
interest accrued, and not merely 
guaranteed interest, is considered 
interest paid. Amounts in the natuieo 
interest include amounts credited t 
nuity contracts which provide for a g 
income for a specified number of years 
the payment of which is not deP^ e or 
upon the survivorship of the insu) . ed ^ 
a beneficiary. Amounts m the na 

interest do not include amounts credits 
to deposit administration fund ® 
deposit administration fund tracts 

are not insurance or annuity to) 

(or contracts supplementary (2) 

within the meaning of secUon SOM ^ 

and this paragraph. However, ^ 
guaranteed interest credited 
funds may be deductible und f this 
805(e) (1). See subparagraph u 
paragraph. f the tax- 

(3) All amounts ac J cr \ ied fb f ° n oture of 
able year for discounts m ^ ntee d, on 
interest, whether or n °t^ tion pa id in 
premiums or other consideration P cQn- 
advance on insurance or anniu y^ m 
tracts. Such accrual shall 


. Such acciuai alio,** rules pre- 

mined in accordance with <the m 

scribed in section 818 <M<l^ ampIe , ,f 
regulations thereunder. F 1 uran ce 
in the taxable year 1958 a hie ^ na . 
company granted a discoun 





Thursday, August 18, 1960 


FEDERAL REGISTER 


7997 


ture of interest of $40 as the result of 
the prepayment of life insurance pre¬ 
miums for 5 years, the company may, 
under the straight line method, accrue 
$3 in 1958 and each of the four succeed¬ 
ing taxable years ($40-r-5=$8) and in¬ 
clude this $3 as interest paid for each 
such taxable year. 

(4) Interest for the taxable year on 
special contingency reserves established 
pursuant to section 8 (d) of the Federal 
Employees’ Group Life Insurance Act 
of 1954 (5 U.S.C. 2097 (d)). 

Par. 9. Section 1.806 is amended to 

read as follows: 

§ 1.806 Statutory provisions; life insur¬ 
ance companies; certain changes in 
reserves and assets. 

Sec. 806. Certain changes in reserves and 
assets —(a) Adjustments to means for cer¬ 
tain transfers of liabilities. For purposes of 
this part, if, during the taxable year, there 
is a change in life insurance reserves at¬ 
tributable to the transfer between the tax¬ 
payer and another person of liabilities under 
contracts taken into account in computing 
6uch reserves, then, under regulations pre¬ 
scribed by the Secretary or his delegate, the 
means of such reserves, and the mean of 
the assets, shall be appropriately adjusted, 
on a daily basis, to reflect the amounts in¬ 
volved in such transfer. This subsection 
shall not apply to reinsurance ceded to the 
taxpayer or to another person. 

(b) Change of basis in computing reserves. 
If the basis for determining the amount of 
any item referred to in section 810(c) as of 
the close of the taxable year differs from the 
oasis for such determination as of the be¬ 
ginning of the taxable year, then for pur¬ 
poses of this subpart the amount of such 
item— 

(1) As of the close of the taxable year 
shall be computed on the old basis, and 

(2) As of the beginning of the next taxable 
year shall be computed on the new basis. 

[Sec. 806 as amended by sec. 2, Life Insur- 
nce Company Income Tax Act 1959 (73 

Stat. 120) ] 

** 10 * There are inserted immedi- 
sectfoixs- ter ^ 1,806-1 lowing new 

§ 1.806-2 Taxable years affected. 

I taY«M i0n 180& “ 1 Is applicable only to 
I 31 iq^s y ears beginning after December 
ail and before January 1 , 1955, and 
chanfot r r nce ^ 10 sections of part I, sub- 
tha P w L ’ cbapter 1 of the Code are to 
w^ err \ al Revenue Code of 1954, be- 
1.8nfi!? endments : Sections 1.806-3 and 
year* K fl are a PPH c able only to taxable 
and an ^ nmg after December 31, 1957, 
subchnnf efe r renpes to sections of part I, 
to th h p T P nf r L ’ chapter 1 of the Code are 
amend^K 1 ^ 1 Revenu e Code of 1954, as 
Incomp^ by t , he Life fnsurance Company 
ncome Tax Act of 1959 (73 Stat. 112 ). 

ami ^ e **tain changes in reserves 

and assets. 

I, subchaS^^' ^ For pur P°ses of part 
section , L ’ chap ter 1 of the Code, 
Ce ! ?i Provides tha t If there is a 
defined m lnsur ance reserves (as 
taxable y“ ar 5 01 ! 801(b) >» during the 
transfer w« Wh ^ h ls attributable to the 
othe r L between the ' 


u ^er ppvcnv, ^ taxpayer and an- 
tracts taken 11 ! J? labilities under con- 
s uch life ino in ^° accoun t in computing 
durance reserves, then the 


means of such reserves, and the mean 
of the assets, shall be appropriately ad¬ 
justed to reflect the amounts involved 
in such transfer. For example, the ad¬ 
justments required under section 806(a) 
are applicable to transfers in which one 
life insurance company purchases or 
acquires a part or all of the business of 
another life insurance company under 
an arrangement whereby the purchaser 
or transferee becomes solely liable on the 
contracts transferred. This provision 
shall apply in the case of assumption 
reinsurance but not in the case of in¬ 
demnity reinsurance or reinsurance 
ceded. Thus, no adjustments shall be 
required under section 806(a) when, in 
the ordinary course of business, an in¬ 
demnity reinsurance contract is entered 
into with another company (on a yearly 
renewable term basis, on a coinsurance 
basis, or otherwise) whereby there is a 
sharing of risks under one or more in¬ 
dividual contracts. It will be necessary 
for each life insurance company partici¬ 
pating in a transfer described in section 
806(a) to make the adjustments required 
by such section. Such adjustments shall 
be made without regard to whether or not 
the transferor of the liabilities was the 
original insurer. 

(b) Manner in which adjustments 
shall be made —(1) Daily basis. The 
means of the life insurance reserves, and 
the mean of the assets, shall be appro¬ 
priately adjusted, on a daily basis, to 
reflect the amounts involved in a trans¬ 
fer described in section 806(a) and para¬ 
graph (a) of this section. The trans¬ 
feror and the transferee shall be treated 
as having held such life insurance re¬ 
serves and assets for a fraction of the 
year in which the transfer occurs. 

( 2 ) Determination of period held. In 
determining the fraction which repre¬ 
sents the fractional year that such re¬ 
serves and assets were held, the numer¬ 
ator shall be the number of days during 
the taxable year which such reserves and 
assets were actually held, and the de¬ 
nominator shall be the number of days 
in the calendar year of the transfer. In 
computing the period held for purposes 
of the numerator, the day on which such 
reserves and assets are transferred is in¬ 
cluded by the transferor and excluded 
by the transferee. 

(3) Adjustments to the means of life 
insurance reserves and assets not trans¬ 
ferred. All life insurance reserves and 
assets transferred during the taxable 
year, within the meaning of section 806 
(a), shall be excluded from the beginning 
and end of the taxable year balances of 
the transferor and transferee, respec¬ 
tively. The amount of assets to be ex¬ 
cluded from the beginning of the taxable 
year balance of the transferor shall be 
an amount equal to the value of such 
reserves at the beginning of the taxable 
year. The amount of assets to be ex¬ 
cluded from the end of the taxable year 
balance of the transferee shall be an 
amount equal to the value of such re¬ 
serves at the end of the taxable year. 
The means of the life insurance reserves 
and assets not so transferred shall be 
determined in the ordinary manner, that 
is, the arithmetic means. There shall be 


added to these means an amount to 
appropriately adjust them, on a daily 
basis, for the life insurance reserves and 
assets that were transferred during the 
taxable year. This adjustment shall be 
determined by multiplying (i) the mean 
of the transferred life insurance reserves 
(or assets, as the case may be) at the 
beginning of the taxable year (or, if 
acquired later, at the beginning of the 
period held as defined in subparagraph 
( 2 ) of this paragraph) and the end of 
the period held as defined in subpara¬ 
graph ( 2 ) of this paragraph (or at the 
end of the taxable year, if held at such 
time) by (ii) the fraction determined 
under subparagraph ( 2 ) of this para¬ 
graph. 

(4) Examples. The application of this 
paragraph may be illustrated by the fol- 
lowing^ examples: 

Example (I). On March 14, 1958, the M 
Company, a life insurance company, trans¬ 
ferred to the N Company, a life insurance 
company, pursuant to an assumption re¬ 
insurance agreement, all of its life insurance 
reserves, and related assets, on one block of 
policies. The reserves (and assets) for this 
block w r ere held by the M Company on Janu¬ 
ary 1, 1958, and totaled $60,000; on March 
14, the reserves (and assets) totaled $64,000. 
The M Company had life insurance reserves 
of $1,000,000 at the beginning of 1958 (in¬ 
cluding those subsequently transferred) and 
$1,040,000 at the end of 1958. The M Com¬ 
pany had assets of $1,300,000 at the begin¬ 
ning of 1958 (including those subsequently 
transferred) and $1,280,000 at the end of 
1958. The mean of M’s life insurance re¬ 
serves for the taxable year 1958 is computed 
as follows; 

Reserves at 1-1-58_$1, 000, 000 

Exclude reserves 
(at beginning of 
year) on contracts 
transferred to N_ 60, 000 


Recomputed amount 

at 1-1-58.. $940, 0C0 

Reserves at 12-31-58_ 1 , 040, 000 


Sum’... 1,980,000 


Mean - 990 , 000 

Adjustment for reserves 
transferred on 3-14-58: 

Reserves at 1-1-58 on 
contracts transferred 

to N- 60, 000 

Reserves at 3-14-58 

on such contracts- 64, 000 


Sum.. 124,000 


Mean_ 62, 000 

Fraction taken into 

account_ 7% 65 

Adjustment (?%65 x $62,000) — 12, 400 


Mean of M’s life insurance re¬ 
serves after section 806(a) 
adjustment_ 1, 002, 400 

Example (2). Assuming the facts to be 
the same as in example (1), the mean of M’s 
assets for the taxable year 1958 is computed 
as follows: 

Assets at 1-1-58_$1, 300, 000 

Exclude assets (at 
beginning of 
year) on con¬ 
tracts transferred 


to N_ 60, 000 

Recomputed amount at 

1-1-58..$1,240,000 
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Assets'at 12-31-58.$1,380,000 

Sum___ 2, 620, 000 


Mean_ 

Adjustments for as¬ 
sets transferred 
on 3—14—58; 
Assets at 1-1-58 on 
contracts trans¬ 
ferred to N- 

Assets at 3-14-58 
on such con¬ 
tracts— 


. 1,310, 000 

$60,000 
64, 000 


Adjustments for as¬ 
sets transferred 
on 3-14-58: 

Assets at 3-14-68 
on contracts 
transferred from 

M_ $64, 000 

Assets at 12-31-58 
on such con¬ 
tracts- 80,000 


Sum_ 144, 000 

Mean. 72, 000 


Sum_ 124, 000 


Mean_62, 000 


Fraction taken into 

account_ 73/365 

Adjustment ( 7 %esX $62,000) . 12,400 


Mean of M’s assets after section 

806(a) adjustment-— 1,322,400 

Example (3). Assume the facts are the 
same as in example (1). At the end of 1958, 
N Company had life insurance reserves (and 
assets) of $80,000 on the contracts trans¬ 
ferred on March 14, 1958. The N Company 
had life insurance reserves of $6,000,000 at 
the beginning of 1958 and $6,400,000 at the 
end of 1958 (including those transferred). 
The N Company had assets of $6,800,000 at 
the beginning of 1958 and $7,300,000 at the 
end of 1958 (including those on the contracts 
transferred). The mean of N’s life insurance 
reserves for the taxable year 1958 is com¬ 
puted as follows: 

Reserves at 1-1-58..- >6, 000, 000 

Reserves at 12-31-58- $6, 400, 000 
Exclude reserves 
(at end of year) 
on contracts 
transferred from 
M_ 80, 000 


Recomputed amount at 

12-31-58__ 6, 320, 000 


Sum_.__ 12,320,000 


Mean_ 6, 160, 000 

Adjustment for reserves trans- 


f erred on 3-14-58: 

Reserves at 3-14-58 
on contracts 
transferred from 

M_ 

$64,000 

Reserves at 12-31- 
58 on such con¬ 
tracts.._ 

80, 000 

Sum- 

144, 000 

Mean_ 

72, 000 

Fraction taken into 
account_ 

20%G5 

Adjustment (29% 65 X $72,000). 


Mean of N’s life insurance re¬ 
serves after section 806(a) ad¬ 
justment _-_- 6, 217, 600 

Example (4). Assuming the facts to be 
the same as in example (3), the mean of 
N’s assets for the taxable year 1958 is com¬ 
puted as follows: 

Assets at 1-1-58..$6,800,000 

Assets at 12-31-58— $7,300,000 
Exclude assets (at 
end of year) on 
contracts trans¬ 
ferred from M_ 80, 000 


Recomputed amount at 

12-31-58.- 7, 220, 000 


Sum_ 14,020,000 


Mean. 7, 010, 000 


Fraction taken into 

account- 29 %c»5 

Adjustment (29% 65 X $72,000) - $57, 600 

Mean of N’s assets after section 

806(a) adjustment- 7, 067, 600 

Example (5). The facts are the same as 
in example (1), except that on October 19, 
1958, company N transfers to company P, a 
life insurance company, all of the life in¬ 
surance reserves, and related assets, on the 
block of policies it had received from com¬ 
pany M on March 14, 1958. The reserves 
(and assets) for this block totaled $76,000 on 
October 19, 1958. The means of company 
M’s life insurance reserves and assets, as 
computed in examples (1) and (2), respec¬ 
tively, would be unchanged by the transfer 
of October 19, 1958. Since company N did 
not own this block of policies at either the 
beginning or end of the taxable year, it 
would not have to recompute its beginning 
or end of the taxable year reserves or assets. 
Company N will, however, have to adjust (or 
increase) the mean of its life insurance re¬ 
serves and assets on account of the policies 
it received from company M. This adjust¬ 
ment will be $42,000, which is determined 
by multiplying the means of the life insur¬ 
ance reserves (or assets) on these policies 
as of March 15, 1958, and October 19, 1958, 
$70,000 ($64,000-f-$76,000 = $140,000-7-2) by 

the fraction 2 i% 65 (the numerator of 219 
is determined by excluding the day of the 
transfer to N, March 14, 1958, and including 
the day of the transfer from N to P, October 
19, 1958). Company P will have to recompute 
its end of the year life insurance reserves 
and assets (in the same manner as illus¬ 
trated in examples (3) and (4)). Assuming 
the end of the year reserves (and assets) on 
this block of policies is $80,000, company P 
will have an adjustment under section 806 
(a) of $15,600, which is determined by mul¬ 
tiplying the means of the reserves on these 
policies as of October 20, 1958, and December 
31, 1958, $78,000 ($76,000+$80,000 = $156,000 -t- 
2) by the fraction 7 % 65 . 

§ 1.806—4 Change of basis in computing 
reserves. 

(a) In general. For purposes of sub¬ 
part B, part I, subchapter L, chapter 1 
of the Code, section 806(b) provides that 
if the basis for determining the amount 
of any item referred to in section 810(c) 
(relating to items taken into account) as 
of the close of the taxable year differs 
from the basis for such determination as 
of the beginning of the taxable year, then 
in determining taxable investment in¬ 
come the amount of the item as of the 
close of the taxable year shall be the 
amount computed on the old basis, and 
the amount of the item as of the begin¬ 
ning of the next taxable year shall be the 
amount computed on the new basis. For 
purposes of the preceding sentence, an 
election under section 818(c) shall not 
be treated as a change in basis for deter¬ 
mining the amount of an item referred 
to in section 810(c). A change of basis 
in computing any of the items referred 
to in section 810(c) is not a change of 


accounting method requiring the consent 
of the Secretary or his delegate under 
section 446(e). 

(b) Illustration of change of basis in 
computing reserves. The application of 
section 806(b) and paragraph (a) of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (1). Assume that the life in¬ 
surance reserves of Y, a life insurance com¬ 
pany, at the beginning of the taxable year 
1959 are $100 and that during such taxable 
year a portion of the reserves is strength¬ 
ened (by reason of a change in mortality or 
interest assumptions, or otherwise), so that 
at the end of the taxable year 1959 the re¬ 
serves (computed on the new basis) are $130 
but computed on the old basis would be 
$120. Assume further that at the close of 
the next taxable year, 1960, the reserves 
(computed on the new basis) are $142. 
Under the provisions of section 806(b) and 
paragraph (a) of this section, the mean of 
such reserves for the taxable year of the 
reserve strengthening, namely 1959, is $110 
(the mean of $100, the balance at the be¬ 
ginning of the taxable year 1959, and $120, 
the balance at the end of the taxable year 
1959 computed on the old basis). The mean 
of such reserves for the next taxable year, 
1960, is $136 (the mean of $130, the balance 
at the beginning of the taxable year 1960 
computed 'on the new basis, and $142, the 
balance at the end of the taxable year 1960 
computed on the new basis). 

Example (2). The life insurance reserves 
of S, a life insurance company, computed 
with respect to contracts for which such re¬ 
serves are determined on a recognized pre¬ 
liminary term basis amount to $50 on Jan¬ 
uary 1, 1959, and $80 on December 31, 1959. 
For the taxable year 1959, S elects to revalue 
such reserves on a net level premium basis 
under section 818(c). Such reserves com¬ 
puted under section 818(c) amount to $60 
on January 1, 1959, and $96 on December 31, 
1959. Under the provisions of paragraph (a) 
of this section, the mean of such reserves 
for the taxable year 1959 is $78 (the mean, 
of $60, the balance at the beginning of the 
taxable year 1959 computed under section 
818(c), and $96, the balance at the end of 
the taxable year 1959 computed under sec¬ 
tion 818(c)). 

[F.R. Doc. 60-7734; Filed, Aug. 17, I960; 

8:49 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 963 1 

[Docket No. AO-309-A2] 

MILK IN GREAT BASIN 
MARKETING AREA 
Decision on Proposed Amendments I 
Tentative Marketing Agreement 
and Order 

Pursuant to the Provisions of the Ag¬ 
ricultural Marketing Agreem > 

1937, as amended (7 U.S.C BOlet^ 
and the applicable rules c lation of 

procedure governing the foi 1 ket j n g 
marketing agreements and hear - 

orders (7 CFR Part 900 ), a P Utah, 
ing was held at South Salt « tice 
on May 10-12, 1960, pursuant ton 
thereof Issued on April 15, I960 

























































Thursday > August 18, 1960 


FEDERAL REGISTER 


7999 


tor, Agricultural Marketing Service, on 
July 19, 1960 (25 F.R. 6981; Doc. 60- 
6877) filed with the Hearing Clerk, 
United States Department of Agricul¬ 
ture, his recommended decision contain¬ 
ing notice of the opportunity to file 
written exceptions thereto. 


The material issues on the record of 
the hearing relate to; 

1. Extension of the marketing area; 

2. Limitation of diversion to nonpool 
plants by a cooperative association; 

3. Requirements for producer-handler 
status; 

4. Base-excess payments to producers; 

5. Classification of transfers to nonpool 

plants; 

6. Pool plant requirements; 

7. Accounting for frozen cream; 

8. Shrinkage allowance on milk re¬ 
ceived in bulk tanks for which a co¬ 
operative association is the handler; 

9. Advance payments to producers; 
and 

10. Allocation provisions applicable to 
receipts of packaged sour cream priced 
under another order. 

No evidence was offered with respect 
to a proposal in the hearing notice to 
modify the provisions applicable to 
plants regulated under other orders op¬ 
erating routes in the marketing area. 
The record presents no issue with respect 
to this proposal. . 

This decision is concerned with issues 
number 4 and 10 and that portion of 
issue number 5 related to the distance 
that bulk cream may be moved for man¬ 
ufacturing use as Class II milk. Decision 
with respect to all other issues is re¬ 
served for future decision. 

Findings and conclusions . The follow¬ 
ing findings and conclusions on the ma¬ 
terial issues are based on evidence pre¬ 
sented at the hearing and the record 
thereof: 


** Ba \ e ~ exc *** payments. A base and 
xcess plan should be used in this market- 

n a metbod of distributing returns to 

Producers. 

percent of the producers on 
lket . are presently receiving pay- 
on a base and excess plan. 
he bbree proponent cooperative 
S ations has used this system of dis- 
for Q tmg payme nts among its members 
inppr.fi nUinber of years to provide the 
men f ve needed to induce local dairy- 

ductioS +t nve for more even m ilk pro- 
notion throughout the year. 

greatPv^e the period of order operation 
been 6a ? ality of Production has 
under a by , producers not operating 
of the nr!! Se plan tban by the members 
excess P n? P ° ne ? tcoo P erati ves. Bas e and 
means of have proved an effective 
of milk dPii?7 Pr *° Vlng the sea sonal pattern 

t° an pr0 d^l es l nd * uch a plan applied 

in the attarh^’ *? y being Incorporated 
tial Part in ilf d orde F» will play an essen- 
m °re even the tre nd toward 

The ba a Pr ° ductlon seasonally. 
Producers i.'S plan Proposed by the 
Us ed bv Orri m °o eled after a similar plan 
“arkeTin 25> for the Pu ^t Sound 
f or a twelvp.nf ’ includes Provision 

The plans ?> nth base paying Period. 

ass ociations hav« p . roponent cooperative 
Pa y®ents in nii lVe mclud ed base-excess 
onts m an months of the year. 


The type of base plan recommended 
herein will adopt, with minor exceptions, 
most of the features of the plan proposed 
by the producers. The base-forming 
period proposed at the hearing differed 
only with respect to the inclusion of 
January. Producer proponents of the 
base-excess plan would include the 
months of August through January of 
each year as the base-forming period 
with the base to become effective for the 
12-month period beginning with Febru¬ 
ary next following and ending January 
31 of the next succeeding year. Bases 
so computed would be recomputed each 
year. 

The base-excess plan recommended 
herein would provide that the base¬ 
forming period shall be the months of 
August through December with the base 
to be effective for the 12-month period 
beginning with the following February 1. 

The exclusion of January from the 
proposed base-earning period will result 
in the continuation of the use of the old 
base for one month after the new base¬ 
forming period to permit the market 
administrator time in which to compute 
the bases and make the required notices 
of such new bases prior to February 1, 
the effective date of the new bases. 
There is no evidence in the record to 
show that the exclusion of January from 
the base-forming period will materially 
alter the effectiveness of the plan 
recommended. 

For each month separate uniform 
prices would be computed for base milk 
and for excess milk for the purpose of 
allocating Class I sales first to base milk. 
Base milk would be that quantity of 
milk delivered by a producer each month 
which is not in excess of his average 
daily base multiplied by the number of 
days in the month, less any days such 
producer was degraded. Any milk de¬ 
livered by such producer in excess of 
the base is excess milk. The excess price 
would be the Class II price except in any 
month when total Class I sales exceed 
the total quantity of base milk. During 
such a month, the excess price would be 
a blend of the actual Class I and Class 
II utilization of excess milk. Producer 
location adjustments, where applicable, 
would affect only base milk and adjust¬ 
ments to maintain a producer-settlement 
fund reserve would be made in the com¬ 
putation of the base milk price only. In 
view of the lesser volume to which the 
reserve adjustment applies, the rate, 
presently 4 to 5 cents, is increased 1 cent 
so that it will be 5 to 6 cents. 

Plants may become newly qualified as 
pool plants in any month of the year. 
In such event the producers supplying 
the new plant should have their bases 
computed from their deliveries to such 
plant during the previous base-making 
period rather than being paid base price 
for a percentage of monthly deliveries as 
provided for producers entering the mar¬ 
ket individually. The essential differ¬ 
ence is that the shippers to the new pool 
plant would have become Great Basin 
producers by handler action whereas 
single new shippers at established pool 
plants become producers by their own 
choice. It would be necessary in such 
cases that the plant furnish a record of 
deliveries during the preceding base¬ 


earning period. This provision is also 
extended to include a producer who has 
relinquished his status as producer- 
handler. 

Provision should be made for new pro¬ 
ducers entering the market to be paid for 
a portion of their deliveries at the base 
milk price without waiting until they 
have delivered milk during an entire 
base-earning period. Such a provision 
should also be consistent with the pri¬ 
mary purpose of the base plan which is 
to encourage an even seasonal flow of 
milk to the market. 

Since new producers have no prior fall 
deliveries from which the seasonality of 
their deliveries may be measured it is 
necessary that their bas’e payments be 
determined somewhat arbitrarily as con¬ 
trasted with producers with established 
bases who are paid on the basis of their 
individual performance. Producer pro¬ 
ponents have proposed a seasonally 
varied schedule of percentages for each 
month which would allot a new producer 
a certain percentage of his production 
each month as base milk until such time 
as the producer has established an 
earned base. The percentage option 
would also be applicable to any regular 
baseholder who might elect to relinquish 
his earned base in favor of a base com¬ 
puted from such percentages. It is de¬ 
sirable therefore, that the base provisions 
for new producers be such as to encour¬ 
age them to enter the market when their 
supplies will not increase seasonal vari¬ 
ation and likewise will not be such as to 
invite substantial numbers of old pro¬ 
ducers to relinquish their bases. 

In view of the lack of evidence in the 
record as to the operation of the various 
base plans in the market the percentages 
proposed by the producers and modified 
somewhat to include the considerations 
set forth above are considered to be rea¬ 
sonable and equitable, at least at the 
outset of the plan. The recommended 
percentages are: January, 70; February, 
65; March, 60; April, 55; May, 45; June, 
50; July, 55; August, 65; and 80 Septem¬ 
ber through December. 

Certain rules regulating the transfer 
of established bases were proposed and 
are adopted herein. The order should 
permit the producers to transfer an 
earned base with the sale or lease of the 
herd to a producer who continues to 
produce milk on the same farm. It is 
reasonable to assume that a herd so ob¬ 
tained and kept normally would con¬ 
tinue to produce for a period of several 
months following the transfer in close 
alignment with the production pattern 
already established by the transferor. 

Provision is also made that when a 
base is transferred subsequent to August 
1 of any year all of the milk produced 
on the farm whether by the transferor 
or the transferee during the base-earn¬ 
ing period, will be used in allotting a new 
base for the succeeding year. The bur¬ 
den of proof would be upon the trans¬ 
feror and transferee to establish to the 
satisfaction of the market administrator 
that the transfer was bona fide and not 
for the purpose of evading any provision 
of the order. It should be provided that 
a base may be transferred to a member 
of a baseholder’s immediate family and 
in case of a baseholder’s death the base 
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may be transferred to another person 
upon transfer of the herd, even though 
production is not continued on the same 
farm. Only one base may be established 
with respect to milk produced by one or 
more persons where the land, buildings, 
and equipment are jointly owned and 
operated and if a producer operates more 
than one farm he shall establish separate 
bases with respect to producer milk de¬ 
livered from each such farm. 

2. Cream transfers. Some revision 
should be made in the transfer pro¬ 
visions of the order. 

The present provisions of the order 
classify as Ciass I, any skim milk or 
butterfat moved in bulk in the form of 
skim milk or 'cream to a nonpool plant 
located 225 miles or more from the City 
Hall in Salt Lake City, Utah. Producers 
proposed changing the mileage limita¬ 
tion, with respect to bulk cream of 30 
percent or more butterfat, to 525 miles 
and proposed to continue using the 225 
mile limitation as it may apply to bulk 
shipments of whole milk or skim milk. 

Substantial cream sales for manufac¬ 
turing use have been made in the past 
from this market to Denver, Colorado; 
Las Vegas, Nevada; Grand Junction, 
Colorado; and Rawlins and Riverton, 
Wyoming, all of which are included in 
the proposed 525 mile area. Due to its 
concentrated nature, cream can move 
longer distances for manufacturing use 
than can milk or skim milk. 

For the purpose of effective adminis¬ 
tration of the order some limitations 
must be set on the requirements upon 
the market administration to determine 
final disposition of producer milk in 
other than Class I use. The mileage 
limitation of the transfer provision was 
adopted to cut the costs of administra¬ 
tive expenses in verifying the utilization 
of milk shipped beyond the limits within 
which one might reasonably be expected 
to ship milk for manufacturing. Since 
the proposed 525 mile area limitation 
for cream sales includes markets (enu¬ 
merated above) which are and have been 
regular manufacturing cream sales out¬ 
lets for the Great Basin market, it is 
concluded that this limitation should 
apply uniformly to all bulk movements 
of milk, skim milk, and cream. It is 
probable that shipments of milk and 
skim milk to the expanded area will be 
limited in number because of the trans¬ 
portation costs involved. It will be ad¬ 
ministratively feasible to verify the end 
use of the milk within this radius. 

Other proposals to modify the rules 
for classification of milk transferred to 
nonpool plants will be considered in a 
future decision. 

3. Packaged sour jcream. Sour cream 
manufactured from milk subject to the 
pricing and pooling provisions of Order 
No. 41 for the Chicago marketing area 
should be allocated directly to Class I at 
pool plants under the Great Basin order 
when such cream is received, handled 
and distributed in the same consumer or 
institutional size packages in which it 
was received. 

A proposal to this effect was presented 
by a handler regulated under the Chicago 
Order No. 41 wjho has been engaged in 
the movement of packaged sour cream 


from the Chicago market to a handler in 
Salt Lake City area on a regular weekly 
or bi-weekly basis since November 1957. 

Present provisions of the Great Basin 
order give priority of all Class I utiliza¬ 
tion to producer milk. Receipts of sour 
cream priced and pooled under Order 
No. 41 are allocated to Class II to the 
extent possible. While all cream prod¬ 
ucts under the Chicago order are classi¬ 
fied as Class n, under the accounting 
and pricing system of the Chicago order 
this class is the equivalent of the Class I 
classification and pricing under the ac¬ 
counting system of the Great Basin 
order. With allowance for transporta¬ 
tion cost from Chicago raw material 
cost equals or exceeds that under the 
Great Basin order. Inasmuch as the 
Class I price in the Great Basin market¬ 
ing area will be generally aligned with 
prices under other Federal orders, there 
is little chance that handlers in the Chi¬ 
cago market can achieve a substantial 
competitive advantage with respect to 
sales of packaged sour cream in this area 
over handlers under this order. 

The movement of packaged sour cream 
from the Chicago sources to the Salt 
Lake City handler is of sufficiently long 
standing to establish that the seasonal 
and daily reserves necessary to supply 
the exact quantities so moving were 
carried by the Chicago producers. Yet 
under current provisions of the Great 
Basin order the seasonal and daily excess 
of producer milk in the market is as¬ 
signed to Class I to the extent of receipts 
of packaged sour cream from the Chi¬ 
cago market. 

The handler receiving the packaged 
sour cream went on record as supporting 
in part the proposal made by the Chicago 
handler to the extent that such packaged 
sour cream should be permitted direct 
assignment to Class I utilization under 
the Great Basin order. 

It is accordingly concluded that re¬ 
ceipt of sour cream priced as Class II 
under Order No. 41 and disposed of in 
the same consumer or institutional size 
packages as received should be allocated 
to the Class I utilization of the receiving 
handler. Such allocation should be 
provided only when sour cream is not 
processed or packaged in the plant 
during the month. While the Great 
Basin handler proposed a provision ap¬ 
plicable to all packaged Class I products 
and all orders, all testimony was di¬ 
rected to the allocation of packaged sour 
cream priced under Order No. 41. No 
basis exists on the record to provide for 
movement of other products or from 
other orders. 

In opposing the proposed allocation it 
was the suggestion of the three producer 
associations that it would be preferable 
for sour cream to be classified under the 
order as a Class n product. The health 
regulations of the Great Basin market 
require the same Grade A health stand¬ 
ards for sour cream as is required for 
fluid milk. It is appropriate, therefore, 
that all the products required to be made 
from Grade A milk be included in a 
single class so that all milk required to 
make such products may contribute uni¬ 
formly to the cost of supplying the 
market needs for Grade A milk. The 


suggested change is therefore not 
adopted on the basis of this record. 

Rulings on proposed findings and con¬ 
clusions. Briefs and proposed findings 
and conclusions were filed on behalf of 
certain interested parties. These briefs, 
proposed findings and conclusions and 
the evidence in the record were con¬ 
sidered in making the findings and con¬ 
clusions set forth above. To the extent 
that the suggested findings and conclu¬ 
sions filed by interested parties are 
inconsistent with the findings and con¬ 
clusions set forth herein, the request to 
make such findings or reach such con¬ 
clusions are denied for the reasons pre¬ 
viously stated in this decision. 

General findings. The findings and 
determinations hereinafter set forth are 
supplementary and in addition to the 
findings and determinations previously 
made in connection with thejssuance of 
the aforesaid order and of the previously 
issued amendments thereto; and all of 
said previous findings and determina¬ 
tions are hereby ratified and affirmed, 
except insofar as such findings and de¬ 
terminations may be in conflict with the 
findings and determinations set forth 


herein. 

(a) The tentative marketing agree¬ 
ment and the order, as hereby proposed 
to be amended, and all of the terms and 
conditions thereof, will tend to effectuate 
the declared policy of the Act; 

(b) The parity prices of milk as de¬ 

termined pursuant to section 2 of the 
Act are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which af¬ 
fect market supply and demand for milk 
in the marketing area, and the minimum 
prices specified in the proposed ’ 

ing agreement and the order, as hereoy 
proposed to be amended, are such pn 
as will reflect the aforesaid factors, in¬ 
sure a sufficient Quantity of pure ana 

wholesome milk, and be m the pu 
interest; and , 

(c) The tentative marketing agiee 
ment and the order, as hereby Prosed 
to be amended, will regulate the handling 
of milk in the same manner as, and wn 
be applicable only to P rom- 
respective classes of industrial an 

mercial activity specified in, a marke 

ing agreement upon which a hea & 

^Rulings on exceptions. In arrwing^t 
the findings and conclusions, an■ ^ 

regulatory provisions of thi are - 
each of the exceptions received wjcaw 
fully and fully considered in conjunct 
with the record evidence perta^ 
thereto. To the extent that the fi 
and conclusions, and the regul va riance 
visions of this decision we at ^ a excep . 
with any of the exceptions,, ra¬ 

tions are hereby overruled f< 3 Jr^n. 
sons previously stated in thl d or der. 

Marketing agreement ana ^ 
Amended hereto and madie a- P a t ively. 
are two documents entlt1 ^ ^ting the 
“Marketing agreement; reg uat m 

handling of milk in the Great Bas^ the 
keting area”, and Or<*fr *n ^ milk m 
order regulating the handling which 
the Great Basin ^ ark ^ in a g s a th V detailed 
have been decided upon a • tua tipg 
and appropriate means of ene 
the foregoing conclusions. 
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It is hereby ordered, That all of this 
decision, except the attached marketing 
agreement, be published in the Federal 
Register. The regulatory provisions of 
said marketing agreement are identical 
with those contained in the order as 
hereby proposed to be amended by the 
attached order which will be published 
with this decision. 

Determination of representative pe¬ 
riod. The month of June 1960 is hereby 
determined to be the representative pe¬ 
riod for the purpose of ascertaining 
whether the issuance of the attached 
order amending the order regulating the 
handling of milk in the Great Basin mar¬ 
keting area, is approved or favored by 
producers, as defined under the terms of 
the order as hereby proposed to be 
amended and who, during such repre¬ 
sentative period, were engaged in the 
production of milk for sale within the 
aforesaid marketing area. 

Issued at Washington, D.C., this 15th 
day of August 1960. 


True D. Morse, 
Acting Secretary. 

Order 1 Amending the Order Regulating 
the Handling of Milk in the Great 
Basin Marketing Area 

§ 963.0 Findings and determinations. 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and deter¬ 
minations previously made in connection 
with the issuance of the aforesaid order 
and of the previously issued amendments 
thereto; and all of said previous findings 
ana determinations are hereby ratified 
and affirmed, except insofar as such find¬ 
ings and determinations may be in con- 
nict with the findings and determinations 
set forth herein. 

(a) Findings upon the basis of the 
peering record. Pursuant to the provi- 
sions of the Agricultural Marketing 
Act of 1937 ’ as amended (7 
niioo at seq.), and the applicable 
w of P rac tice and procedure govern- 
^ the formulation of marketing agree¬ 
ments and marketing orders (7 CFR Part 
cert«m a Public hearin S was held upon 
St Pr ° P0 f ed amendments to the 
thPorH marketin g agreement and to 
thp r^ egU i ating the han dling of milk 
UDon n, Gr u at - Basin marketing area, 
duced if 6 ba £ ls of the evidence intro- 

thereof h SUC ? hearing and the record 
wiereof, it i S found that: 

and ah h nf Sa iu order as hereb y amended, 
hereof terms and conditions 

the de - 

terminlrt 6 parlty Prices of milk, as de- 
Act aT e d ^ rsuant to action 2 of the 

Price of f^ds m vlew of the 

and other ^ available supplies of feeds, 
affect market° n0mi , C conditions which 
“rikinthes^ Pply and dem and for 
WnfiS oh* marke ting area, and the 
— — P nces specified in the order 

l® 1 ** an^unu^thi 1 no ‘ become effective 
°* the rules nr 1 ^ tbe / equirements of § 900.14 
er mng proceeding 0 * 106 and P roc edure gov- 
^reeuients and mart + f ormulat ® marketing 
met. marketing orders have been 


as hereby amended, are such prices as 
will reflect the aforesaid factors, insure 
a sufficient quantity of pure and whole¬ 
some milk, and be in the public interest; 
and 

(3) The said order as hereby amended, 
regulates the handling of milk in the 
same manner as, and is applicable only 
to persons in the respective classes of in¬ 
dustrial or commercial activity specified 
in, a marketing agreement upon which a 
hearing has been held. 

Order relative to handling. It is there¬ 
fore ordered, that on and after the effec¬ 
tive date hereof, the handling of milk in 
the Great Basin marketing area shall be 
in conformity to and in compliance with 
the terms and conditions of the afore¬ 
said order, as hereby amended, and the 
aforesaid order is hereby amended as 
follows: 

1. Add the following as § 963.18 (to 
be effective February 1, 1961): 

§ 963.18 Base milk. 

“Base milk” means the quantity of 
producer milk delivered by a producer 
each month which is not in excess of his 
daily base computed pursuant to § 963.65 
multiplied by the number of days in the 
month, less any days such producer was 
degraded. 

2. Add the following as § 963.19 (to 
be effective 2-1-61): 

§ 963.19 Excess milk. 

“Excess milk” means producer milk 
delivered by a producer in excess of base 
milk. 

§ 963.22 [Amendment] 

3. In § 963.22 Ck) (3) (to be effective 
2-1-61) delete the phrase “uniform price 
for producer milk” and substitute there¬ 
for the following “uniform prices for 
base milk and excess milk”. 

§ 963.30 [Amendment] 

4. Delete § 963.30(a) (1) (i) (to be ef¬ 
fective 2-1-61) and substitute therefor 
the following: 

(i) Producer milk received at the plant 
or diverted therefrom by the handler and 
the aggregate quantities of base milk and 
excess milk, respectively: 

§ 963.30 [Amendment] 

5. Change the period at the end of 
§ 963.30(b) (2) to a semicolon (;), insert 
“and” and add the following as § 963.30 
(b) (3) (to be effective 2-1-61): 

(3) The aggregate quantities of base 
milk and excess milk involved. 

§ 963.42 [Amendment] 

6. Delete § 963.42(c) (1) and substitute 
therefor the following: 

(1) The transferee plant is located 
less than 525 miles from the City Hall in 
Salt Lake City, Utah, by the shortest 
hard-surfaced highway distance as de¬ 
termined by the market administrator. 

§ 963.44 [Amendment] 

7. Delete § 963.44(a) (4) and substitute 
therefor the following: 

(4) Subtract the pounds of skim milk 
in fluid milk products received from 
plants regulated under another order 
issued pursuant to the Act, as specified: 


(1) Subtract, if sour cream was not 
processed or packaged in the pool plant 
during the month, from the pounds of 
skim milk in Class I milk the pounds of 
skim milk in sour cream packaged in 
consumer or institutional size packages, 
classified and priced as Class II milk 
pursuant to Order No. 41 regulating the 
handling of milk in the Chicago, Illinois, 
marketing area (Part 941 of this chap¬ 
ter) , and disposed of in the same pack¬ 
ages in which it is received; 

(ii) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class II; the pounds of 
skim milk in fluid milk products received 
from plants regulated under another 
order(s) issued pursuant to the Act, and 
classified and priced as Class I milk pur¬ 
suant to such other order (s). 

8. Following § 963.63 add the follow¬ 
ing: 

Determination of Base 
§ 963.65 Computation of producer bases. 

Subject to the rules set forth in 
§ 963.66 the market administrator shall 
compute bases for producers as follows: 

(a) (1) A daily base shall be computed 
for each producer delivering 90 days or 
more milk production during the months 
of August through December of each year 
by dividing the total producer milk de¬ 
livered during this period by such pro¬ 
ducer by the number of days’ production 
delivered, the number of days from the 
date of first delivery during the period 
through December 31, or 120, whichever 
is greatest. Such base shall be effective 
for the 12-month period beginning the 
following February 1. 

(2) Any dairy farmer for whom infor¬ 
mation concerning deliveries during the 
base earning period is available to the 
market administrator and who becomes a 
producer as a result of (i) the plant to 
which his milk was delivered during the 
base earning period subsequently quali¬ 
fying as a pool plant, or (ii) relinquish¬ 
ment of status as a producer-handler, 
shall have a daily base computed pur¬ 
suant to this paragraph. 

(b) Any producer for whom no base 
can be computed pursuant to paragraph 
(a) of this section, or any producer who 
chooses to relinquish such base pursuant 
to § 963.66(b) shall have a monthly base 
computed by multiplying his deliveries 
to handlers during the month by the ap¬ 
propriate monthly percentage in the fol¬ 
lowing table, except that no such 
monthly base shall be computed if such 
producer or a member of his immediate 
family has transferred a base pursuant 
to § 963.66(a) (1) or (2) within the pre¬ 
ceding twelve months: 


January_ 


July- 

— 55 

February_ 

— 65 

August_ 

__ 65 

March_ 

60 

September_ 

— 80 

April.. 

55 

October_ 

— 80 

May_ 

45 

November_ 

— 80 

June_ 

... 50 

December_ 

80 


§ 963.66 Base rules. 

The following rules shall be observed in 
determination of base: 

(a) A base may be transferred upon 
written notice to the market administra¬ 
tor on or before the last day of the month 
of transfer but under the following cir¬ 
cumstances only: If a producer who 
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earned a base pursuant to § 963.65(a) 
sells, leases, or otherwise conveys his 
herd to another person who is or becomes 
a producer, the latter may receive the 
transferor’s base, pursuant to the con¬ 
veyance and utilize such base for the re¬ 
mainder of the period for which such 
base is effective pursuant to § 963.65(a), 
subject to the following conditions: 

(1) Such base shall apply to deliveries 
of milk by the transferee-producer from 
the same farm only; 

(2) If such conveyance takes place 
subsequent to August 1 of any year, all 
producer milk delivered to a handler(s) 
between August 1 and the last day of the 
period as specified in § 963.65(a), inclu¬ 
sive, from the same farm (whether by 
the transferor or transferee-producer) 
shall be utilized in computing the base of 
the transferee-producer pursuant to 
§ 963.65(a). 

(3) The burden shall be upon the 
transferee and transferor to establish to 
the satisfaction of the market adminis¬ 
trator that the conveyance of the herd 
was bona fide and not for the purpose of 
evading any provision of this order; and 

(4) Notwithstanding subparagraph (1) 
of this paragraph but in compliance with 
subparagraphs (2) and (3) of this para¬ 
graph; 

(i) A base, whether earned pursuant 
to § 963.65(a) or received by transfer, 
may be transferred to a member of a 
baseholder’s immediate family; and 

(ii) In the case of a baseholder’s 
death, a base earned pursuant to § 963.65 

(a) by the baseholder or by a member of 
his immediate family may be further 
transferred to another person: Provided , 
That for purposes of this subparagraph 
a transfer to an estate shall not be con¬ 
sidered as a transfer to another person. 

(b) By notifying the market admin¬ 
istrator in writing on or before the 15th 
day of any month, a producer holding 
a base established pursuant to § 963.65 (a) 
may relinquish such base by cancellation. 
Such producer’s base shall be computed 
in the manner provided by § 963.65(b) 
and shall be effective from the first day 
of the month in which notice is received 
by the market administrator until the 
close of the period, pursuant to 
§ 963.65(a), for which such base was 
computed. 

(c) As soon as bases computed by the 
market administrator are allotted notice 
of the amount of each producers’ base 
shall be given by the market administra¬ 
tor to the handler receiving such pro¬ 
ducer’s milk and the producer or the 
cooperative association of which the pro¬ 
ducer is a member. 

(d) If a producer operates more than 
one farm he shall establish a separate 
base with respect to producer milk de¬ 
livered from each such farm. 

(e) Only producers as defined in 
§ 963.7 may establish or earn a base pur¬ 
suant to the provisions of § 963.65 and 
only one base shall be allotted with re¬ 
spect to milk produced by one or more 
persons where the land, buildings, and/ 
or equipment used are jointly owned or 
operated. 


9. Delete § 963.71 and substitute there¬ 
for the following (to be effective 2- 
1-61): 

§ 963.71 Computation of uniform prices* 

The market administrator shall com¬ 
pute the uniform price per hundred¬ 
weight of base milk and of excess milk, 
each of 3.5 percent butterfat content, as 
follows: 

(a) Combine into one total the values 
computed pursuant to § 963.70 for the 
producer milk of all handlers who sub¬ 
mitted reports prescribed in § 963.30 and 
who are not in default of payments pur¬ 
suant to § 963.82; 

(b) Subtract, if the average butterfat 
content of the producer milk included 
under paragraph (a) of this section is 
greater than 3.5 percent, or add, if such 
average butterfat content is less than 3.5 
percent, an amount computed as follows: 
Multiply the amount by which the aver¬ 
age butterfat content of such milk varies 
from 3.5 percent by the butterfat differ¬ 
ential pursuant to § 963.72 and multiply 
the result by the total hundredweight 
of such milk; 

(c) Add an amount equal to the sum 
of the deduction to be made from pro¬ 
ducer payments for location differentials 
pursuant to § 963.73; 

(d) Add an amount equal to one-half 
of the unobligated balance on hand in 
the producer-settlement fund from prior 
periods; 

(e) Compute the total value of excess 
milk included in these computations by 
multiplying the hundredweight of such 
milk not in excess of the total quantity 
of Class n milk included in these com¬ 
putations by the price for Class II milk 
of 3.5 percent butterfat content, multi¬ 
plying the hundredweight of such milk 
in excess of the total hundredweight of 
such Class II milk by the price for Class 
I milk of 3.5 percent butterfat content, 
and adding together the resulting 
amounts; 

(f) Divide the total value of excess 
milk obtained in paragraph (e) of this 
section by the total hundredweight of 
such milk, and adjust to the nearest cent. 
The resulting figure shall be the uniform 
price for excess milk received from 
producers; 

(g) Subtract the value of excess milk 
obtained in paragraph (e) of this section 
from the aggregate value of milk ob¬ 
tained in paragraph (d) of this section 
and adjust by any amount involved in 
adjusting the uniform price of excess 
milk to the nearest cent; 

(h) Divide the amount obtained in 
paragraph (g) of this section by the 
total hundredweight of base milk in¬ 
cluded in these computations; and 

(i) Subtract not less than 5 cents nor 
more than 6 cents from the rate pur¬ 
suant to paragraph (h) of this section. 
The resulting figure shall be the uni¬ 
form price for base milk. 

§ 963.72 [Amendment] 

10. In § 963.72 (to be effective 2-1-61) 
delete "price” and substitute therefor 
"prices”. 


§ 963.73 [Amendment] 

11. In § 963.73 (to be effective 2-1-61) 
delete the term "prices to be paid for 
producer milk” and substitute therefor 
the term "prices to be paid for base 
milk”. 

§ 963.74(b) [Amendment] 

12. In § 963.74(b) (to be effective 
2-1-61) delete "price” and substitute 
therefor "prices”. 

§ 963.80(a) (1) [Amendment] 

13. In § 963.80(a)(1) (to be effective 
2-1-61) delete "price” and substitute 
therefor "prices”. 

[F.R. Doc. 60-7742; Filed, Aug. 17, 1960; 
8:50 a.m.j 


FEDERAL AVIATION AGENCY 

[14 CFR Parts 600, 601 1 

(Airspace Docket No. 60-FW-55] 

FEDERAL AIRWAYS AND ASSO¬ 
CIATED CONTROL AREAS 

Modification 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
amendments to §§ 600.6289 and 601.6289 
of the regulations of the Administrator, 
the substance of which is stated below. 

VOR Federal airway No. 289 and its 
associated control areas presently ex¬ 
tends from Beaumont, Tex., to Tex¬ 
arkana, Tex. The Federal Aviation 
Agency is considering extending Vic o 
289 direct from the Texarkana VOR i ac 
to the Fort Smith, Ark., VORTAC. This 
would provide a direct route for ftirc *\ 
operating between these terminals 
during the times that the Fort Cha , 
Ark., Restricted Area (R-215;■» not 
being used for its designated PUWse^ 

If this action is taken, VOR Fede 
airway No. 289 and its associated controi 
areas would be extended from lex 
arkana, Tex., to Port Smith, Ark. 

Interested persons may submit sucn 
written data, views or arguments as t^y 
may desire. Communications should^ 

submitted in triplicate to 
Traffic Management Field Division, 
eral Aviation Agency, P.O. box t 

Fort Worth 1, Tex. Allcommum ^ 

received within forty-five ^/federal 
publication of this n ?ji ic f i n hpfore action 
Register will be considered J° dme nt. 
is taken on the P r0 P° s ^ D ^edat this 
No public hearing is contemplate^ a 

time, but arrangements for a 

conferences with Fed®* V 
Agency officials may be . “L. Man- 
tacting the Regional ^ir or the 

agement Field Division Fe d. 

Chief, Airspace Utilization Dm 25( 

eral Aviation Agency. W^lumente 
D.C. Any data, views or are^ must 
presented during suchcoitf? ^ MC0X &. 
also be submitted in writm| be come 
ance with this notice £ or “^i d eration. 
part of the record for cons Uce 
The proposal contained in 
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may be changed in the light of com- 

ments received. 

The official Docket will be available 
for examination by interested persons 
at the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 


for examination at the office of the Re¬ 
gional Air Traffic Management Field 
Division Chief. 

This amendment is proposed under 
sections 307(a) and 313(a) of the Fed¬ 
eral Aviation Act of 1958 (72 Stat. 749, 
752; 49 U.S.C. 1348, 1354). 
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Issued in Washington, D.C., on August 
12,1960. 

J. R. Bailey, 
Assistant Chief, 
Airspace Utilization Division . 

[F.R. Doc. 60-7708; Filed, Aug. 17, I960; 
8:46 a.m.] 





Notices 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
COLORADO 

Notice of Filing of Plat of Survey and 
Order Providing for Opening of 
Public Lands 

August 12,1960. 

1. Pursuant to authority delegated by 
B.L.M. Order No. 541 dated April 21, 
1954 (19 P.R. 2473), as amended, notice 
is hereby given that the plat of survey (1) 
sheet, accepted December 24, 1958, of T. 
34 N., R. 20 W., N.M.P.M., Colorado, in¬ 
cluding lands hereinafter described, will 
be officially filed in the Land Office, Den¬ 
ver, Colorado, effective at 10:00 a.m., on 
the 35th day after the date of tins no¬ 
tice: 

T. 34 N., R. 20 W., N.M.P.M. 

Secs. 1, 2, 3, 

Secs. 10, 11, 12. 

The areas described aggregate 2,938.92 
acres of public land. 

The lands are within the exterior 
boundaries of the Ute Mountain Indian 
Reservation, ceded to the United States 
by Treaty with the Ute Indians on March 
2, 1868, as amended, accepted and rati¬ 
fied by the Act of June 15, 1880 (21 Stat. 
199). 

The area is under the jurisdiction of 
the Bureau of Indian Affairs, Depart¬ 
ment of the Interior, and is not available 
for disposal under the Public Land Laws, 
General Mining Regulations, the Mineral 
Leasing Act of February 25, 1920, or 
other acts administered by the Bureau of 
Land Management. 

All inquiries concerning the exterior 
boundaries described in this notice 
should be addressed to the Manager, Col¬ 
orado Land Office, Bureau of Land Man¬ 
agement, 371 New Custom House, P.O. 
Box 1018, Denver 1, Colorado. 

Lowell M. Puckett, 
State Supervisor . 

August 12, 1960. 

[F.R. Doc. 60-7726; Filed, Aug. 17, 1960; 
8:48 a.m.] 


ALASKA 

Notice of Proposed Withdrawal and 
Reservation of Lands 

August 11,1960. 

The U.S. Forest Service has filed an 
application, Serial Number J-011940 for 
the withdrawal of the lands described 
below, from all forms of appropriation 
under the general mining laws. The 
applicant desires the land for adminis¬ 
trative site purposes. 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
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their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, P.O. 
Box 2511, Juneau, Alaska. 

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced. 

The determination of the Secretary 
on the application will be published in 
the Federal Register. A separate no¬ 
tice will be sent to each interested party 
of record. 

The lands involved in the application 
are: Alaska, Tongass National Forest. 

North Douglas Administrative Site 

Beginning at a point (Corner No. 4 of this 
survey), N. 10°29' E., 102.81 chains from 
Corner No. 2 U.S. Survey 1555, thence N. 9° 
E. 9.96 chains to a point at mean high water, 
thence with the meanders of mean high 
water S. 58° W. 2.19 chains, S. 66° W. 2.00 
chains, S. 78° W. 2.00 chains, S. 87° W. 2.00 
chains to Corner No. 2, thence South 8.04 
chains to Corner No. 3, thence East 8.00 
chains to the point of beginning, contain¬ 
ing 6.86 acres, more or less. 

R. Paul Rigtrup, 
Acting Operations Supervisor . 

[F.R. Doc. 60-7738; Filed, Aug. 17, 1960; 

8:50 a.m.] 


ALASKA 


ALASKA 

Small Tract Classification Orders Nos. 
47, 101, and 108 Cancelled in Their 
Entirety 

August 11, 1960. 

By virtue of the authority contained 
in the act of June 1, 1938 (52 Stat. 609; 
43 U.S.C. 682a), as amended and pursu¬ 
ant to" the authority delegated me by 
Bureau Order No. 541, dated April 21, 
1954 (19 F.R. 2473), as amended, it is 
ordered that, effective at 10:00 a.m. on 
August 15, 1960, Small Tract Classifica¬ 
tion Orders No. 47 of January 3, 1952, 
No. 101 of June 24, 1955, as amended, 
and No. 108 of August 30, 1955, as 
amended, are cancelled in their entirety. 

This order affects 48 tracts aggregating 
117.653 acres. 

R. Paul Rigtrup, 
Acting Operations Supervisor , 

Juneau. 

[F.R. Doc. 60-7740; Filed, Aug. 17, I960; 
8:50 a.m.] 


ALASKA 

Notice of Proposed Withdrawal and 
Reservation of Lands 


Notice of Proposed Withdrawal and 
Reservation of Lands 

August 11, 1960. 

Department of Health, Education, and 
Welfare has filed an application Serial 
Number J-011801 for the withdrawal of 
the lands described below, from all forms 
of appropriation under the public land 
laws, including the mining and mineral 
leasing laws. The applicant desires the 
land for hospital site purposes. 

For a period of 30 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection with 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Interior, P.O. 
Box 2511, Juneau, Alaska. 

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced. 

' The determination of the Secretary on 
the application will be published in the 
Federal Register. A separate notice 
will be sent to each interested party of 
record. 

The lands involved in the application 
are: 

Sitka Area 

All of Harbor Island (unsurveyed) in Sitka 
Harbor, Alaska, at approximate Latitude 
57°02'45" North, Longitude 135 c 20'35" West, 
and containing approximately 2 acres. 

R. Paul Rigtrup, 
Acting .Operations Supervisor . 

[F.R. Doc. 60-7739; Filed, Aug. 17, 1960; 

8:50 a.m.] 


The United States Department of 
Commerce has filed an application, Se- 
rial Number F-026404 for the withdrawal 
of the lands described below, from all 
forms of appropriation under the public 
land laws, including the mining and min¬ 
eral leasing laws. The applicant desires 
the land for the use of the Federal Avia¬ 
tion Agency as an aid-to-navigation site. 

For a period of 60 days from the date 
of publication of this notice, all persons 
who wish to submit comments, sugges¬ 
tions, or objections in connection wit 
the proposed withdrawal may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage¬ 
ment, Department of the Intel ior, 
Second Avenue, Fairbanks, Alaska. 

If circumstances warrant it, a puDn 
hearing will be held at a convenient time 
and place, which will be announced. 

The determination of the Secreta , ) 
the application will be published _ ^ 
Federal Register. A sep ^ r ^ te na . t y of 
will be sent to each interested paity 

The'lands involved in the application 
are: 

Fairbanks Meridian 

T L S : 29 ; 2 SW&NWVi, SE , /4SE%NW 1 /4 NW ' 1 ' 

Lots 2 and 3. 

Containing 46.25 acres. 

Richard L. Quintus, 
Operations Supervisor. 

IFR. Doc. 60-7748; Filed, Aug. l7 ’ 196 °’ 
8:51 a.m.J 
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ATOMIC ENERGY COMMISSION 

[Docket No. 50-10] 

COMMONWEALTH EDISON CO. 

Order Designating Hearing 

Commonwealth Edison Company, Chi¬ 
cago, Illinois (Edison) on August 3, 1960, 
filed a report concerning the full power 
operation of the Dresden Nuclear Power 
Station, and requested hearing. 

The Presiding Officer orders: 

1. The hearing shall be held concern¬ 
ing the report of the full power opera¬ 
tion of the Dresden Nuclear Power Sta¬ 
tion filed by Commonwealth Edison, on 
the 26th day of September 1960, at 10:30 
am. in the auditorium of the headquar¬ 
ters of the Atomic Energy Commission, 
Germantown, Maryland. 

2. Public notice of this order shall be 
given by 30 days advance publication in 
the Federal Register. 

Issued: August 9, 1960, Germantown, 

Md. 

Samuel W. Jensch, 
Presiding Officer. 

[PR. Doc. 60-7701; Piled, Aug. 17, 1960; 

8:45 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

PACKERS AND STOCKYARDS 
DIVISION 

Delegation of Authority 

Pursuant to authority (25 F.R. 436; 25 
delegated to the Director of 
tne Packers and Stockyards Division: 
l-The Chief of the Packer Branch of 
he Packers and Stockyards Division is 
hereby delegated authority, by virtue of 
me provisions of section 402 of the 
TTqoo and Stockyards Act, 1921 (7 
b e. 222), to issue general and special 
tinn^?I irsuant the Provisions of sec- 
nn A (b ? ° f the Federal Trade Commis- 
notw c C Vi 5 * U,S ’ C ' and to issue 

in nf l of ^ e toult provided for in section 
Federal Trade Commission Act 

A?* c 1 hief of Stockyards Branch 
is hpvpkl a !i k i ers and sto ckyards Division 
the fniim deleg ^ e .d authority to perform 

followincr W f ng d ^ ties and to exercise the 
ohowmg functions and powers: 

tion 40‘> y nf 1 fl Ue S f the Previsions of sec- 
Act. 192i 0f (7 th ^|^ k f 2 s 2) an . d Stockyards 
eral anri „„„ . , c> 22 2), to issue gen- 
Provisions S nf Clal ,? r<lers pursua nt to the 
Trade c^nm— tl0n 6(b) of the Federal 
and IXTTT Act (15 u - s - c - 46(b) > 

for in sechnn 10 in Ce ^ 0f default provided 
Commission 0 * l°,? f the Federal Trade 
ib) Ton f Ct (15 U -S. C . 50); 
duties relatml°. m a11 acts > functions, and 
Pursuant tn “to reparation proceedings 
202.43 of th B ® ct . 10ns 202 - 3 and 202.39- 
tag Proceedin?. U Ti S j° f Pra °tice Govern- 
St ocky aids d ^S der the Packers and 
2 °2.43>. Act (9 cp R 202.3, 202.39- 

tr ation h Branch f nf f fK ll n Rates and R egis- 
yar ds Divk?™ ^ * hePackersandstoc k- 
on is hereby delegated 


authority to perform all acts, functions, 
and duties with respect to the posting 
and de-posting of stockyards pursuant 
to the provisions of section 302(b) of the 
Packers and Stockyards Act, 1921 (7 
U.S.C. 202(b)). 

4. The District Supervisors of the 
Packers and Stockyards Division are 
hereby delegated authority, by virtue of 
the provisions of section 402 of the Pack¬ 
ers and Stockyards Act (7 U.S.C. 222), 
to issue general or special orders pur¬ 
suant to the provisions of section 6(b) 
of the Federal Trade Commission Act 
(15 U.S.C. 46(b)) requiring persons sub¬ 
ject to the jurisdiction of the Packers 
and Stockyards Act, 1921, as amended (7 
U.S.C. 181 et seq.), to file annual reports. 

No delegation made herein shall pre¬ 
clude the Director of the Packers and 
Stockyards Division from performing 
any of the duties or exercising any of the 
functions or powers delegated hereby. 
The delegations made hereby are subject 
at all times to withdrawal or amend¬ 
ment by the Director. 

Done at Washington, D.C., this 12th 
day of August 1960. 

Howard J. Doggett, 
Director, Packers and Stock - 
yards Division, Agricultural 
Marketing Service. 

[F.R. Doc. 60-7743; Filed, Aug. 17, 1960; 

8:51 a.m.] 


CIVIL AERONAUTICS BOARD 

[Docket 11699] 

UNITED AIR LINES, INC. AND 
CAPITAL AIRLINES, INC. 

Notice of Prehearing Conference 

In the matter of the application of 
United Air Lines, Inc., and Capital Air¬ 
lines, Inc., under section 408 and such 
other sections of the Federal Aviation 
Act of 1958 as may be applicable, for 
approval of the merger of Capital Air¬ 
lines, Inc., into United Air Lines, Inc. 

Notice is hereby given, pursuant to 
the provisions of the Federal Aviation 
Act of 1958, that a prehearing conference 
in the above-entitled proceeding is as¬ 
signed for September 15, 1960, at 10:00 
a.m., e.d.s.t., in Room 911, Universal 
Building, Connecticut and Florida Ave¬ 
nues NW., Washington, D.C., before As¬ 
sociate Chief Examiner Thomas L. 
Wrenn. 

Dated at Washington, D.C., August 
15, 1960. 

Lseal] Francis W. Brown, 

Chief Examiner. 

[F.R. Doc. 60-7741; Filed, Aug. 17, 1960; 

8:50 a.m.] 


DEPARTMENT OF COMMERCE 

Office of the Secretary 
JAMES B. COOK, JR. 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 


duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests as re¬ 
ported in the Federal Register during 
the last six months. 

A. Deletions: No change. 

B. Additions: No change. 

This statement is made as of August 8, 
1960. 

Dated: August8,1960. 

James B. Cook, Jr. 

[F.R. Doc. 60-7735; Filed, Aug. 17, 1960; 
8:50 a.m.] 


HOWARD C. HOLMES 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests as re¬ 
ported in the Federal Register during 
the last six months. 

A. Deletions: No change. 

B. Additions: No change. 

This statement is made as of July 29, 
1960. 

Dated: August 2, 1960. 

Howard C. Holmes. 

[F.R. Doc. 60-7736; Filed, Aug. 17. 1960; 
8:50 a.m.] 


ARTHUR W. WINSTON 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests as re¬ 
ported in the Federal Register during 
the last six months. 

A. Deletions: No change. 

B. Additions: No change. 

This statement is made as of July 29. 
1960. 

Dated: August 1,1960. 

Arthur W. Winston. 

[F.R. Doc. 60-7737; Filed, Aug. 17, 1960; 
8:50 a.m.] 


FEDERAL AVIATION AGENCY 

DIRECTOR, BUREAU OF AIR TRAFFIC 
MANAGEMENT 

Delegation of Additional Airspace 
Authorities 

1. Purpose. The notice published in 
24 F.R. 4530 delegated to the Director 
of the Bureau of Air Traffic Management 
certain authorities of the Administrator 
under Title III of the Federal Aviation 
Act relating to the making of rules, regu¬ 
lations, and orders providing for the use 
of airspace and the granting of exemp- 
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NOTICES 


tions thereto. This notice adds thereto 
authority with respect to Restricted 

2. Background . Section 303(d) of the 
Federal Aviation Act of 1958 authorizes 
the Administrator to delegate the per¬ 
formance of any function under the Act 
to any officer, employee, or administra¬ 
tive unit under his jurisdiction. 

Section 307(a) of the Act authorizes 
the Administrator to assign by rule, regu¬ 
lation, or order the use of navigable 
airspace under such terms, conditions, 
and limitations as he may deem neces¬ 
sary to assure the safety of aircraft and 
the efficient utilization of such airspace. 

Section 307(d) of the Act provides that 
the Administrator shall be subject to the 
provisions of the Administrative Pro¬ 
cedure Act in the exercise of rule making 
authority under section 307(a). 

Section 307(e) authorizes the Admin¬ 
istrator to grant exemption from the re¬ 
quirements of any rule or regulation 
prescribed under Title III of the Act if he 
finds such action would be in the public 
interest. 

3. Delegation . Final authority to 
make, amend, and issue rules, regula¬ 
tions, and orders under section 307(a) 
and subject to all provisions of Section 
307(d) of the Federal Aviation Act of 
1958 and to grant exemptions thereto 
relating to Restricted Areas is hereby 
delegated to Mr. David D. Thomas, Di¬ 
rector of the Bureau of Air Traffic Man¬ 
agement. The authority herein delegated 
to Mr. Thomas shall be exercised con¬ 
sistently with any airspace plans and 
policies approved by the Administrator. 

4. Redelegation . This authority may 
not be redelegated. 

5. Effective date. This notice is effec¬ 
tive upon publication in the Federal 
Register. 

(Sec. 313(a), 303(d), 72 Stat. 752, 747; 49 
U.S.C. 1354, 1344) 

Issued in Washington, D.C., on August 
12, 1960. 

E. R. Quesada, 
Administrator. 

[F.R. Doc. 60-7711; Filed, Aug. 17, 1960; 

8:46 a.m.j 


FEDERAL POWER COMMISSION 

[Docket No. CP60-63] 

COLORADO-WYOMING GAS CO. 

Notice of Application 

August 12,1960. 

Take notice that on March 21, 1960, 
Colorado-Wyoming Gas Company (Ap¬ 
plicant) , a natural gas pipeline company, 
filed an application in Docket No. CP60- 
63, as supplemented on April 28, 1960, 
for a certificate of public convenience 
and necessity, pursuant to sections 7(b) 
and 7 (c) of the Natural Gas Act (Act), to 
purchase, construct, operate and retire 
certain facilities within its existing serv¬ 
ice area, as hereinafter described. 

Applicant proposes the following addi¬ 
tions and retirements: 

(1) Purchase of a meter station and 
20,843 feet of 18-inch line, referred to 
as the Leyden Transmission Line, from 


Public Service Company of Colorado 
(Public Service Co.). 

(2) Purchase 13,076 feet of 6-inch line, 
referred to as the Westminster Lateral 
Line, from Public Service Co. 

(3) Construct one new major meter 
station. 

(4) Enlarge the Leyden Meter Station 
as required. 

(5) Revamp the Westminster Meter 
Station. 

(6) Relocate the Ideal Cement Plant 
Meter Station. 

(7) Rebuild 11 Farm Tap Stations 
into Small Group and Large Group 
Stations. 

(8) Retire the National Alfalfa Mill¬ 
ing Company Tap at Johnstown, Colo¬ 
rado. 

(9) Retire 500 feet of 6-inch lateral 
line running to the Ideal Cement Plant. 

The total estimated cost of all facil¬ 
ities proposed in the instant application 
is $281,942 which Applicant proposes to 
finance from its working funds. Total 
retirements amount to $5,835. 

Applicant’s purpose in purchasing the 
Leyden 18-inch pipeline and meter sta¬ 
tion is, initially, to supply gas to the 
Leyden Coal Mine near Denver which 
will be used to determine if the mine can 
be converted into a natural gas storage 
reservoir. Eventually, Applicant con¬ 
tends, the 18-inch line will become a part 
of a plan to serve the rapidly growing 
West Denver fringe and the Golden area. 
The enlargement of the Leyden Meter 
Station is required to enable the meas¬ 
urement of gas volumes injected and 
withdrawn from the Leyden mine during 
testing operations. 

The purpose of the acquisition of the 
6-inch Westminster Lateral Line is to 
supplement Applicant’s existing 3-inch 
line so as to provide the necessary ca¬ 
pacity to meet the requirements of Public 
Service Co. in that area. The enlarge¬ 
ment of the Westminster Meter Station 
is necessary for the rendition of adequate 
service to Public Service Co.’s rapidly 
expanding Westminster residential area. 

The proposed new meter station facil¬ 
ities to be constructed at West 44th and 
McIntyre on the 8-inch Arvada-South 
Golden line is necessary to supply natural 
gas to a new industrial customer of 
Public Service Co. 

The Ideal Cement Plant at La Porte, 
Colorado has requested Applicant to 
move its meter station to a less congested 
area on the plant lot. Such relocation 
requires a new meter station and the 
abandonment of approximately 500 feet 
of 6-inch pipeline and the original meter 
station. 

Applicant proposes to rebuild 11 main 
line farm tap stations into 10 small group 
and 1 large group installations. Orig¬ 
inally, these farm tap connections were 
made for customers of Public Service Co. 
when service for less than 10 customers 
was desired. A small group tap costing 
$1,050 will serve from 10 to 50 customers. 
A large group tap will serve in excess of 
50 customers when a town border facility 
is not required. 

The National Alfalfa Milling Company 
at Johnstown, Colorado, went out of 
business in 1958. No gas having been 


sold there since, permission is herein 
being requested to abandon that tap. 

Any person desiring to be heard or to 
make any protest with reference to mat¬ 
ter or matters contained in said appli¬ 
cation should, on or before the 7th day 
of September 1960, file with the Federal 
Power Commission, Washington 25, D.C., 
petitions or protests in accordance with 
the requirements of the Commission’s 
rules of practice and procedure (18 CFR 
1.8 or 1.10). The application is on file 
and available for public inspection. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 60-7712; Filed, Aug. 17, 1960; 

8:46 a.m.] 


[Docket No. G-16235 etc.] 

EL PASO NATURAL GAS CO. ET AL. 
Order Fixing Date for Oral Argument 

August 11,1960. 

El Paso Natural Gas Company, Docket 
No. G-16235; Pacific Northwest Pipeline 
Corporation, Docket No. G-16237; Colo¬ 
rado Interstate Gas Company, Docket 
No. G-16904; Plateau Natural Gas Com¬ 
pany, Docket No. G-18280; Pueble Gas 
& Fuel Company, Docket No. G-19216; 
Public Service Company of Colorado, 
Docket No. G-19225. 

Exceptions have been filed to the de¬ 
cision of the presiding examiner issued 
on July 15, 1960, in the above-captioned 
consolidated proceedings and it is 
priate that oral argument be held 
thereon. 

The Commission orders: 

(A) Oral argument shall be held be¬ 
fore the Commission on September 27, 
1960 at 10:00 a.m., e.d.s.t., in a hearing 
room of the Federal Power Commission, 
441 G Street NW., Washington, D.O, 
concerning the matters involved in and 
the issues presented by the exceptions 
to the aforesaid decision. 

(B) Parties to these proceedings who 
intend to participate in the oral arg- 
ment shall notify the Secretary of tae 
Commission in writing on or before 1 ~, e P 
tember 12, 1960 of such intentionando 
the length of time requested foi pie 
entation of their arguments. 

By the Commission. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7713; Filed, Aug. 17, 196 » 
8:46 a.m.] 

[Docket No. CP60-104] 

LONE STAR GAS CO. 

Notice of Application and Date o 
Hearing 

August 11, 1960 *^ 

Take notice that on May Texas 

Star Gas Company (Apphcan^• & e of 
corporation with itsi pri L ecl an ap- 
business in Dalias- TeM > fl blic con- 
plication for a certificate of £ rsuant to 
venience and necessity auth0 r- 

section 7 of the Natural _Hnn of ft 
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length, extending from a point near 
Petrolia, Clay County, Texas, in a south¬ 
easterly direction to its southern terminal 
north of Ft. Worth in Tarrant County, 
Texas. The pipeline referred to is pres¬ 
ently owned by the United States of 
America but has been operated by Ap¬ 
plicant as part of its certificated inter¬ 
state system under terms of a lease 
agreement with the United States 
Government. 

Applicant proposes to use the line for 
the same service it now renders from the 
line. No abandonment of facilities or 
service will result from the proposed 

acquisition. 

The application recites that in Janu¬ 
ary of 1960 the Government, acting by 
and through the General Services 
Administration, advertised the subject 
facilities for sale and Applicant then sub¬ 
mitted its bid of $315,544. The Govern¬ 
ment advised the company that its bid 
had been accepted subject to “antitrust 
clearance by the Department of Justice 
as provided in section 207 of the Federal 
Property and Administrative Services 
Act of 1949, as amended.” 

Applicant states that the original cost 
of the facilities proposed for acquisition 
is not now available and therefore esti¬ 
mates such cost at $1,118,580.51 based on 
its experience and records in construct¬ 
ing similar pipelines during 1918. In 
operating this line since 1929, Applicant 
retired facilities at costs 
$114,028.33 and $76,465.53, respec- 
Applicant has further estimated 
suhw 1 < ? epr ® c l ated Present value of the 
ha ol me . t0 be $315 > 544 and its bid for 

at amount was accepted conditionally. 

tirppne? 9 '^ pr °P° ses to finance the en- 

outof fnnH acquisition of the facilities 
wtof funds currently on hand. 

Posed rtf*™ 18 0ne that should be 
the a d DnLtli Pr0I ? Ptly as P° ssible under 
to that enS 6 S and regulations > and 

thl^uthnHH 61, no , ti ? e that, pursuant to 
to the 1 iurkrti S? ntained in and subject 
1 Federal Powpr n 0n con f erred u P° n the 
I and 15 of tv" ^emimssion by sections 7 
Commission^ Gas Act, and the 

c edureahparin UleS -i?u Practice and pro " 
ber 15 I960 held on Se Ptem- 

nearing Rnn at 9 : 3 ? am > e.d.s.t., in a 
Commission 2m r- f cjJ he Federal Power 
ton, d c rpcri ® Street NW., Washing- 
v °lved in anH P +^ tm - g the ma tters in- 
I SUch appi 1 C a?io tbe Presented by 

I That the Comm- n *« Promde( t> however, 
^tested C h ° e ”^f 0 J ma y. a non-' 

I c eedings nm-ci ^is p °se of the pro- 
(d *? f * be Provisions of 

rules of nrapt^n (2) f* tbe Commission's 
th ^ Procedure procedu re. Under 

, otherwise advi«S ? Provided for. unless 
for Applicant tn .’ 1 wlU be unne cessary 

i at the hearing appear or 1x5 represented 

be filed 6 wit^theP* 1 ^ 115 t0 Interv ene may 
si °n, Washinatl o, - 1 Power c ommis- 
fth the rul^o?^ 5 ’ ?.' C " ln accordance 
(18 cfr i g o 1 Practice and procedure 

3 !' W«0. Paiim.p°l onor hefore August 

® and Participate in u arty to appear 
'onstrued as wait! hearin ^ shall be 

otfission hlreto r 0 f f th nd - COncurrence 
ein of the intermediate 


decision procedure in cases where a re¬ 
quest therefor is made. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7714; Filed, Aug. 17, 1960; 
8:46 a.m.] 


[Docket No. CP60-891 

MOUNTAIN FUEL SUPPLY CO. 

Notice of Application and Date of 
Hearing 

August 11,1960. 

Take notice that on April 26, 1960, 
as supplemented on June 10, 1960, 
Mountain Fuel Supply Company (Appli¬ 
cant) filed in Docket No. CP60-89 an 
application pursuant to section 7(c) of 
the Natural Gas Act for a certificate of 
public convenience and necessity author¬ 
izing the construction and operation of 
additional mainline facilities to enable 
Applicant to increase firm deliveries of 
natural gas to existing customers, all 
served at retail, mainly in the vicinity 
of Salt Lake City, Utah, all as more fully 
set forth in the application and supple¬ 
ment which are on file with the Commis¬ 
sion and open to public inspection. 

The proposed facilities consist of: 

(a) An additional 20.20 miles of 20- 
inch pipeline in Unitah County, Wyo¬ 
ming, to further loop two existing 18- 
inch main pipelines between Salt Lake 
City, Utah, and Green River, Wyoming; 

(b) A new compressor station, housing 
two 1,320 horsepower compressors, to be 
located on Applicant’s main pipeline at 
Kanda Junction, Wyoming; 

(c) 6.74 miles of 24-inch pipeline ex¬ 
tending eastward from Sunnyside Gate 
Station at Salt Lake City, to replace a 
portion of the present 16-inch line which 
has been in service since 1929; and 

(d) 6.36 miles of 20-inch pipeline ex¬ 
tending from Kanda Junction to Green 
River, to replace the present 18-inch line 
which has also been in service since 1929. 

The estimated total cost of the pro¬ 
posed facilities is $3,125,000 to be fi¬ 
nanced from funds on hand and short 
term bank loans. 

The additional deliveries of natural gas 
through these facilities are intended to 
meet the normal growth in requirements 
of Applicant’s system. 

Applicant states that the present ca¬ 
pacity of its main interstate transmis¬ 
sion system is 240,770 Mcf per day, plus 
56,000 Mcf interstate gas received at 
Orem, Utah, from Utah Natural Gas 
Company, giving a maximum overall 
system delivery capacity of approxi¬ 
mately 297,000 Mcf per day. Under the 
present application, Applicant expects to 
increase its interstate pipeline capacity 
to 260,410 Mcf per day, but deliveries 
from Utah Natural Gas Company are 
expected to decline to 52,000 Mcf, indi¬ 
cating an overall system delivery of 
312,410 Mcf per day which Applicant 
states will meet its anticipated firm peak 
day demand for the winter of 1960-61. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 


Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and 
the Commission’s rules of practice and 
procedure, a hearing will be held on 
September 13, 1960, at 9:30 a.m., e.d.s.t., 
in a Hearing Room of the Federal Power 
Commission, 441 G Street NW., Wash¬ 
ington, D.C., concerning the matters in¬ 
volved in and the issues presented by 
such application: Provided, however, 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission’s 
rules of practice and procedure. Under 
the procedure herein provided for, un¬ 
less otherwise advised, it will be unnec¬ 
essary for Applicant to appear or be 
represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or before 
September 2, 1960. Failure of any party 
to appear at and participate in the hear¬ 
ing shall be construed as waiver of and 
concurrence in omission herein of the 
intermediate decision procedure in cases 
where a request therefor is made. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7715; Filed, Aug. 17, 1960; 

8:47 a.m.] 


[Docket No. CI60-333 etc.] 

STANDARD OIL COMPANY OF 
CALIFORNIA ET AL. 

Notice of Applications, Consolidation 
and Date of Hearing 

August 11,1960. 

Standard Oil Company of California, 
Docket No. CI60-333; Dorsey Buttram, 
Docket No. CI60-442; George P. Caulkins, 
Jr., Docket No. CI60-560; Gulf Oil Cor¬ 
poration, Docket No. CI60-636. 

Take notice that applications for cer¬ 
tificates of public convenience and neces¬ 
sity have been filed in the above-cap¬ 
tioned proceedings, pursuant to section 
7(c) of the Natural Gas Act, authorizing 
the applicants therein to render service 
as hereinafter described, subject to the 
jurisdiction of the Commission, all as 
more fully represented in the applica¬ 
tions which are on file with the Commis¬ 
sion and open for public inspection. 

Notice of the filing of the application 
in Docket No. CI60-333, together with 
its consolidation for hearing and disposi¬ 
tion along with certain other proceedings 
not here relevant, has heretofore been 
given by notice issued on May 20,1960, in 
H. R. Smith, et al., and Southwestern Oil 
& Refining Company, Operator, et al., 
pocket No. G-11495, et al., and published 
in the Federal Register on May 26, 1960 
(25 F.R. 4660). By further notice is¬ 
sued on June 17, 1960, and published in 
the Federal Register on June 23, 1960 
(25 F.R. 5789), the proceedings in 
Docket No. CI60-333 were severed from 
those proceedings with which it had 
theretofore been consolidated. 
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NOTICES 


Applicants respectively propose to sell 
natural gas in interstate commerce at a 
base initial price of 18.5 cents per Mcf at 
15.025 psia to El Paso Natural Gas Com¬ 
pany for resale. The gas involved will 
be produced from Red Wash Unit, Red 
Wash Field, Uintah County, Utah. Tem¬ 
porary authority to make the proposed 
sales at a price not to exceed 15.0 cents 
per Mcf at 15.025 psia was granted in 
Docket No. CI60-333 on April 15, 19.60, 
and in the remaining dockets on July 15, 
1960, respectively. Basic information 
concerning these applications is tabu¬ 
lated below. 

Docket No.; Date Filed; Applicant and Ad¬ 
dress; and FPC Gas Rate Schedule No . 

CI60-333; March 17, 1960; Standard Oil Com¬ 
pany of California, 225 Bush Street, San 
Francisco 20, Calif.; 2. 

CI60-442; April 6, 1960; Dorsey Buttram, 2909 
First National Bank Building, Oklahoma 
City, Okla.; 1. 

CI60-560; May 3, 1960; George P. Caulkins, 
Jr., Denver, Colo.; 1. 

CI60-636; May 20, 1960; Gulf Oil Corpora¬ 
tion, P.O. Drawer 2100, Houston 1, Tex.; 198. 

These related matters should be heard 
on a consolidated record and disposed of 
under the applicable rules and regula¬ 
tions and to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on October 
5, 1960, at 10:00 a.m., e.d.s.t., in a Hear¬ 
ing Room of the Federal Power Commis¬ 
sion, 441 G Street NW., Washington, D.C., 
concerning the matters involved in and 
the issues presented by applications: 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before Septem¬ 
ber 2, 1960. 

Joseph H. Gutride, 

Secretary. 

[F.R. Doc. 60-7717; Filed, Aug. 17, 1960; 

8:47 a.m.] 


[Docket No. CP60-28] 

NATURAL GAS STORAGE COMPANY 
OF ILLINOIS 

Notice of Application and Date of 
Hearing 

August 11, 1960. 

Take notice that on February 8 , 1960, 
Natural Gas Storage Company of Illinois 
(Applicant) filed an application, as sup¬ 
plemented on February 26, 1960, in 
Docket No. CP60-28, pursuant to sec¬ 
tion 7(c) of the Natural Gas Act, for a 
certificate of public convenience and 
necessity seeking authorization to con¬ 
struct and operate certain storage field 
facilities at the Herscher and Cooks Mills 
Storage Fields in Kankakee, Coles and 
Douglas Counties, Illinois, and a new 36- 
inch crossing of the Illinois River in 
Grundy County, Illinois, all as more 
fully set forth in the application and 
supplement on file with the Commission 
and open to public inspection. 


The additional facilities required for 
the proposed operation are: 

1. Two injection-withdrawal wells in 
the Galesville reservoir, including meter 
stations. 

2. Three-tenths mile of 10-inch gath¬ 
ering lines to tie in the two proposed 
Galesville reservoir wells. 

3. One additional dehydration ab¬ 
sorber. 

4. A 36-inch crossing of the Illinois 
River at the terminus of Applicant’s 36- 
inch pipeline in Grundy County, Illinois. 

5. Additional cushion gas in the Mt. 
Simon reservoir in the amount of 4,346,- 
875 Mcf. 

The total cost of Applicant’s proposed 
facilities is estimated at $2,049,330. Ap¬ 
plicant states that this total cost is to 
be financed primarily through temporary 
borrowings from Natural Gas Pipeline 
Company of America (Natural) owner 
of 50 percent of Applicant’s outstanding 
common capital stock. However, Appli¬ 
cant reserves the right to raise all or 
some portion of the funds required 
through the issuance and sale of its 
common stock. 

The application states further that the 
36-inch crossing of the Illinois River is 
proposed in order to give additional pro¬ 
tection to market areas served by Appli¬ 
cant. Presently, the 36-inch storage dis¬ 
charge line terminates on the south bank 
of the Illinois River where it ties into the 
facilities of Peoples Gulf Coast Natural 
Gas Pipeline Company (Peoples Gulf). 
The application shows that the remain¬ 
ing facilities will be used to increase the 
maximum daily withdrawal from storage 
by 75,000 Mcf of natural gas to a total 
of 650,000 Mcf of natural gas by using all 
three reservoirs; namely, the Galesville 
and Mt. Simon at Herscher Field and the 
Cooks Mills Field. Such gas will be 
stored for the accounts of existing 
customers of Natural and Peoples Gulf. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Septem¬ 
ber 13, 1960, at 9:30 a.m. e.d.s.t., in a 
Hearing Room of the Federal Power 
Commission, 441 G Street NW. Wash¬ 
ington, D.C., concerning the matters in¬ 
volved in and the issues presented by 
such application: Provided, however , 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission’s 
rules of practice and procedure. Under 
the procedure herein provided for, unless 
otherwise advised, it will be unnecessary 
for Applicant to appear or be represented 
at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or be¬ 
fore August 31, 1960. Failure of any 
party to appear at and participate in 


the hearing shall be construed as waiver 
of and concurrence in omission herein 
of the intermediate decision procedure 1 
in cases where a request therefor is made. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7716; Filed, Aug. 17, 1960; 

8:47 a.m.] 

[Docket No. CP60-22 etc.] 

TRUNKLINE GAS CO. 

Notice of Applications and Date of 
Hearing 

August 12, 1960. 

Trunkline Gas Company, Docket Nos. 
CP60-22, CP60-61; Mississippi River | 

Transmission Corporation, Docket No. 
CP60-95; Richardson & Bass (Operator), 
Docket No. CI60-209; The California ■ 
Company, Docket No. CI60-215; Humble 
Oil & Refining Company, Docket No. 
CI60-259; Richardson & Bass, (Opera¬ 
tor) , Docket No. CI60-291. 

Take notice that each of the above ap¬ 
plicants have filed an application for a 
certificate of public convenience and 
necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the con¬ 
struction and operation of facilities to 
receive, transport and sell natural gas in 
interstate commerce, as hereinafter de¬ 
scribed, subject to the jurisdiction of the 
Commission, all as more fully represented 
by the respective applications and 
amendments thereto, which are on file 
with the Commission and open to public : 
inspection. m ... * 

Trunkline Gas Company (TrunKline) 
by its application in Docket No. CP60-^, 
seeks authority to construct and operate 
certain facilities and to make mitiai ae- 
liveries and sales of gas, purchased f 
various new sources in Southern Lou - 
ana, as well as from existing sources m 

Louisiana and Texas, to Mississippi River 
Transmission Corporation (I ’ : ' 
sion). Northern Indiana Public Servi 
Company (NIPSCO), Central llUnos 
Electric and Gas Company and The cay 
of Rensselaer, Indiana. Tmnkhrie slso 
proposes to deliver additional volumes 01 j 
gas to certain of its existing vjC g ■ 

namely. Central Illinois Public j 

Company, Citizens Gas Company, U 
Cities Gas Company and the City 
Leansboro, Illinois. . __]j. 

in its second amendment to its^app^ 

cation in Docket No. CP60 
July 11, I960, Trunkline suggest ^ 
consideration of the propo . 0 p a n- 

proximately 130,000 Mcf per day to 
handle Eastern Pipeline Compa > , 

handle), as described- m ig' o™* . 
application in the above d „ repar ed 
ferred until the Commission * P d mgaP- 

to proceed with Panhandle spex^ ^ 

plication in Docket No. those 

notice, therefore, relates only to ^ 
services herein described that ao 
volve Panhandle. - tion in Docket 

Trunkline by its application ses 

No. CP60-22, as amended, no 
to construct and operate d orjg i. 
of those facilities as described m ^ 
nal application as Arstame ded^ 154 .5 
line presently proposes miles of 

miles of main line loop and 74.b ® 
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supply lateral, measuring stations and 
other appurtenances to render the above 

described services. 

Trunkline estimates the total capital 
cost of the proposed facilities at $25,- 
450,000. Trunkline proposes to finance 
this construction by issuing $20,000,000 
in long-term securities represented by 
$15,000,000 in bonds and $5,000,000 in 
preferred stock. The remainder of nec¬ 
essary financing will be through the sale 
of $5,400,000 in common stock which is 
to be purchased by Trunkline’s parent. 
Panhandle. 

Trunkline, by its application in Docket 
No. CP60-61, also proposes to construct 
and operate a sales metering station near 
the mid point of its existing transmission 
line between Tuscola and South Bend, 
Indiana in order to deliver and sell nat¬ 
ural gas to the city of Rensselaer, Indi¬ 
ana for use in its municipal electric 
power plant. 

Transmission, a newly formed and 
non-operating subsidiary of Mississippi 
River Fuel Corporation (Mississippi), by 
its application in Docket No. CP60-95, 

; proposes to construct and operate ap¬ 
proximately 94 miles of pipeline extend - 
ing from a point on Trunkline’s system 
I in Clay County, Illinois, approximately 
10 miles north of its Johnsonville com¬ 
pressor station near Johnsonville, Illi- 
| nois, to the greater St. Louis area and to 
transport and sell 50,000 Mcf per day of 
natural gas to be purchased from Trunk- 
ioL Transmission proposes to sell 
500 Mcf per day of this volume to the 
c Gas Company (Laclede) and 
' l50 ° Mc * Per day to the Illinois Power 
company (Illinois Power). 

tm« rans ^ ission also P r °Poses in conjunc- 
on with the above-mentioned service, 
epn S Uli ; e ’ devel °P and utilize certain 
I K §1Cal reservoirs in the St. Jacob 
I r area : Madison and St. Clair Coun- 
ton^ 0ls ’ f . or natural gas storage, in 
i TransJr 01 ^ Wlttl tllis s ^ ora ^ e reservoir, 
proposes t0 construct and 
I Snn (1) „ Ten wells t0 *>e used for 

observaL ithdrawal of gas and for 
line to ^ ' <2 \ 26 miles of 4 -inch well 
I transmit? 1111 v Ct the pr °P° sed 18-inch 

(3) one and the storage area » 

to be L horsepower compressor unit, 

( 4 ) anrmH- ted Wlthin the storage area; 

^trumenSfoSete mtieS f ° r metering ’ 

Percem th Q haS agrreed to make 25 

field available 6 ° f the storage 

Junction tt-Hh.u 0 Mls sissippi. in con- 
si °n proDnwif thlS ,? greement ’ Transmis- 
iection P nto S to Mlssls siPPi for in- 
a ?§Tegatin?° 9 s* he reservolr quantities 
I required for , percent °f the volumes 
T >nnsmis S ion * 10n f ° r base stora § e gas - 

‘ thority to tramn^T also seeks au- 
sta te co mm “i P f 0rt natural gas in inter- 
Provide basp ct 6 * or sa ^ e *° Mississippi to 
I ^rage field ^ ge gas ln th e St. Jacob 
I total eapacitv ^^Participations in the 

Posed as folirL=- f T the , reserv °ir are pro- 
Dlinois Power— vf ?^ 6-63-25 percent . 
srppi— 25 percent P erc ent, Missis- 

| cost m of Si th P eStimates total capi- 
to.U8.925 whieb ,f™ p u osed facilities at 
fiance of aonrr. ?U be danced by the 
and *2 son nnn m ?' tely ^7.500.000 of 
0f the equity °1°° ° f ec2Uit y securities, 
y securities, approximately 


150,000 shares are proposed to be sold 
publicly and approximately 150,000 
shares will be issued to (Mississippi) for 
cash and (Mississippi’s) interests in the 
St. Jacob field. 

The respective producer applicants 
propose to sell natural gas for transpor¬ 
tation in interstate commerce for resale 
as indicated below: 

Docket No.; Field and Location; and Producer 

CI60—209; Riceville Field and South Mer- 
menteau Field Areas, Vermillion and 
Acadia Parishes, La.; Richardson & Bass, 
(Oper&tor). 

CI60-215; Riceville Field and South Mer- 
menteau Field Areas, Vermillion and 
Acadia Parishes, La.; The California Co. 
CI60-259; Bayou Sale Field, St. Mary’s Par¬ 
ish, La.; Humble Oil & Refining Co. 
CI60-291; South Scott.Field Area, Lafayette 
Parish, La.; Richardson & Bass (Operator). 

These related matters should be heard 
on a consolidated record under the ap¬ 
plicable rules and regulations and to that 
end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Septem¬ 
ber 7, 1960, at 10:00 a.m., d.s.t., in a 
hearing room of the Federal Power Com¬ 
mission, 441 G Street NW., Washington, 
D.C., concerning the matters involved in 
and the issues presented by such 
applications. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before August 
31,1960. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7718; Filed, Aug. 17, 1960; 

8:47 a.m.J 


[Project No. 2125] 

NATIONAL YOUTH FOUNDATION 

Notice of Application for License 

August 10, 1960. 

Public notice is hereby given that 
National Youth Foundation, of Taylors¬ 
ville, California, has filed application 
under the Federal Power Act (16 U.S.C. 
791a-825r) for license for proposed 
water-power Project No. 2125, designated 
by applicant as ‘‘Lights Creek Power 
Project,” to be located on Lights Creek, 
certain of its tributaries including Moon¬ 
light Creek, all ultimately tributary to 
North Fork of Feather River, in Plumas 
County, California, in the vicinity of 
Taylorsville, Crescent Mills and Green¬ 
ville, California, affecting lands of the 
United States within the Plumas Na¬ 
tional Forest and to consist of Upper 
Lights Creek Dam and Reservoir—an 
earth-fill dam across Lights Creek ap¬ 
proximately 1 y 2 miles upstream from 
mouth of China Gulch, about 150 feet 
high with gated spillway in right abut¬ 
ment, impounding a reservoir with gross 
storage capacity of 6,200 acre-feet at 
normal maximum water surface eleva¬ 
tion 4400; Moonlight Creek Dam and 


Reservoir—an earth-fill dam across 
Moonlight Creek approximately 4% 
miles upstream from its confluence with 
Lights Creek, about 130 feet high with 
ungated spillway in left abutment, im¬ 
pounding a reservoir with gross storage 
capacity of 6,520 acre-feet at normal 
maximum water surface elevation 5470; 
Intercepting Canal—a canal approxi¬ 
mately 3 miles long to convey to Moon¬ 
light Creek reservoir the run-off from 
a portion of the upper part of West 
Branch Lights Creek drainage area; 
Lower Lights Creek Dam and Reservoir— 
an earth-fill dam across Lights Creek ap¬ 
proximately V 4 mile downstream from 
the confluence of Moonlight Creek, about 
160 feet high with gated spillway in right 
abutment, impounding a reservoir with 
grpss storage capacity of 15,250 acre-feet 
at normal maximum water surface eleva¬ 
tion 3800; Upper Lights Creek-Moonlight 
Creek Powerhouse—a powerhouse lo¬ 
cated on right bank of Lights Creek ap¬ 
proximately 1 y 2 miles upstream from the 
site of Lower Lights Creek dam, with 
generator rated at 3,400 kilowatts direct- 
connected to two water wheels, one sup¬ 
plied from Upper Lights Creek reservoir 
by 17,000-foot tunnel and 1,000-foot pen¬ 
stock, the other supplied from Moonlight 
Creek reservoir by 7,800-foot tunnel, 
5,000-foot conduit, and 3,800-foot pen¬ 
stock; and Lower Lights Creek Power¬ 
house—a powerhouse located on right 
bank of Lights Creek a short distance 
below the toe of Lower Lights Creek 
dam, with generating unit rated 1,360 
kilowatts supplied by 1,500-foot tunnel 
and 800-foot penstock and discharging 
through a canal into Lights Creek about 
4,000 feet downstream from powerhouse. 

Pursuant to section 24 of the Federal 
Power Act, the filing of this application 
has the effect of segregating from all 
forms of disposal any lands of the United 
States which may be contained within 
the project. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, £>.C., in accordance 
with the rules of practice and procedure 
of the Commission (18 CFR 1.8 or 1.10). 
The last date upon which protests or 
petitions may be filed is September 15, 
1960. The application is on file with the 
Commission for public inspection. 

Joseph H. Gutride, 
Secretary . 

[F.R. Doc. 60-7719; Filed, Aug. 17, 1960; 

8:47 a.m.] 


[Project No. 2126] 

NATIONAL YOUTH FOUNDATION 
Notice of Application for License 

August 10, 1960. 

Public notice is hereby given that Na¬ 
tional Youth Foundation, of Taylors¬ 
ville, California, has filed application 
under the Federal Power Act (16 U.S.C. 
791a-825r) for license for proposed wa¬ 
ter-power Project No. 2126, designated 
by applicant as “East Branch of North 
Fork of Feather River Power Project”, 
to be located on the East Branch of 
North Fork of Feather River and its 
tributaries Indian Creek and Spanish 
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NOTICES 


Creek, in Plumas County, California, in 
the region of Crescent Mills, Paxton, 
Keddie, Virgilia and Belden, California, 
affecting lands of the United States 
within the Plumas National Forest and to 
xonsist of Indian Creek Dam and Reser¬ 
voir—a concrete gravity dam across In¬ 
dian Creek approximately % mile up¬ 
stream from its confluence with Spanish 
Creek, about 60 feet high with gated 
central ogee spillway creating a reservoir 
with gross storage capacity of 520 acre- 
feet at normal maximum water surface 
elevation 3,485 feet; Spanish Creek Dam 
and Reservoir—an earth and rock-fill 
dam across Spanish Creek approximately 
4.4 miles upstream from its confluence 
with Indian Creek, about 175 feet high 
with gated spillway in left abutment 
creating a reservoir with gross storage 
capacity of 15,900 acre-feet at normal 
maximum water surface elevation 3,100 
feet; East Branch Dam and Reservoir— 
a concrete gravity dam across East 
Branch of the North Fork of Feather 
River approximately 1 l A miles down¬ 
stream from the town of Twain, about 60 
feet high with gated ogee spillway creat¬ 
ing a reservoir with gross storage ca¬ 
pacity of 2,200 acre-feet at normal maxi¬ 
mum water surface elevation 2,810 feet; 
Mill Creek Dam and Reservoir—an earth 
and rock-fill dam across East Branch 
of the North Fork of Feather River ap¬ 
proximately one mile upstream from its 
confluence with North Fork of Feather 
River, about 140 feet high with gated 
spillway in left abutment creating a res¬ 
ervoir with gross storage capacity of 
9,600 acre-feet at normal maximum wa¬ 
ter surface elevation 2,430 feet; Indian 
Creek-Spanish Creek Powerhouse—a 
powerhouse located on the right bank 
of Spanish Creek approximately V 2 mile 
downstream from the site of Spanish 
Creek dam with two generating units, 
one rated 20,000 kilowatts supplied from 
Indian Creek reservoir by 12,700-foot 
tunnel, 1,700-foot conduit, and 700-foot 
penstock, the other rated 4,600 kilo¬ 
watts supplied from Spanish Creek res¬ 
ervoir by 2,400-foot tunnel; East Branch 
Powerhouse—a powerhouse located on 
the left bank of East Branch of North 
Fork of Feather River approximately 2 l / 2 
miles upstream from the site of Mill 
Creek dam with generating unit rated 
16,500 kilowatts supplied from East 
Branch Reservoir by 35,000-foot tunnel 
and 1,200-foot penstock; and Mill Creek 
Powerhouse—a powerhouse located on 
the left bank of North Fork of Feather 
River approximately one mile down¬ 
stream from confluence of East Branch 
of North Fork of Feather River with gen¬ 
erating unit rated 17,500 kilowatts sup¬ 
plied from Mill Creek Reservoir by 9,600- 
foot tunnel. 

Pursuant to Section 24 of the Federal 
Power Act, the filing of this application 
has the effect of segregating from all 
forms of disposal any lands of the United 
States which may be contained within 
the project. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
of the Commission (18 CFR 1.8 or 1.10). 
The last date upon which protests or 
petitions may be filed is September 15, 


1960. The application is on file with the 
Commission for public inspection. 

Joseph H. Gutride, 

Secretary . 

[F.R. Doc. 60-7720; Piled, Aug. 17, 1960; 
8:47 a.m.] 


INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

August 15, 1960. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 40 of the general rules of 
practice (49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 36482: Cinders — Laramie , 
Wyo.y to Colorado points. Filed by the 
Union Pacific Railroad Company (No. 
120), for itself and interested rail car¬ 
riers. Rates on cinders, clay or shale, in 
carloads, as described in the application, 
from Laramie, Wyo., to points in Colo¬ 
rado. 

Grounds for relief: Short-line distance 
formula and grouping. 

Tariff: Supplement 111 to Union 
Pacific Railroad Company’s tariff I.C.C. 
5332. 

FSA No. 36483: Liquefied petroleum 
gas—Southwest to WTL territory . Filed 
by Southwestern Freight Bureau, Agent 
(No. B-7869), for interested rail carriers. 
Rates on liquefied petroleum gas, in 
tank-car loads, from points in south¬ 
western territory on the lines of specified 
rail carriers, to points in western trunk 
line territory on the lines of specified rail 
carriers. 

Grounds for relief: Pipe line competi¬ 
tion, short-line distance formula and 
grouping. 

Tariff: Supplements 154 and 156 to 
Southwestern Freight Bureau tariff I.C.C. 
4279. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary . 

[F.R. Doc. 60-7731; Piled, Aug. 17, 1960; 

8:49 a.mr.] 


[Notice 367] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

August 15, 1960. 

Synopses of orders entered pursuant 
to section 212(b) of the Interstate Com¬ 
merce Act, and rules and regulations 
prescribed thereunder (49 CFR Part 
179), appear below: 

As provided in the Commissibn’s spe¬ 
cial rules of practice any interested 
person may file a petition seeking re¬ 
consideration of the following numbered 
proceedings within 20 days from the date 
of publication of this notice. Pursuant 
to section 17(8) of the Interstate Com¬ 
merce Act, the filing of such a petition 


will postpone the effective date of the 
order in that proceeding pending its dis¬ 
position. The matters relied upon by 
petitioners must be specified in their 
petitions with particularity. 

No. MC-FC 35350. By order of August 
11, 1960, The Transfer Board approved 
the lease to Utley Wholesale, Inc., York, 
Ala., of the “grandfather” operating 
rights claimed to have been performed 
by Time Distributors, Inc., Kenner, La., 
under Section 7 of the Transportation 
Act of 1958 (72 Stat. 574), for which a 
certificate is sought in Docket No. MC 
118230, for the transportation of frozen 
fruits, from points in California, Wash¬ 
ington, Illinois, Michigan, Tennessee, 
Texas and Oklahoma, to points in 
Louisiana, New York, Oklahoma, Ten¬ 
nessee and Texas, frozen berries, from 
points in Arkansas, California, Illinois, 
Louisiana, Michigan, Oklahoma, Ten¬ 
nessee, Texas, and Washington, to points 
in Louisiana, New York, Oklahoma, Ten¬ 
nessee and Texas; frozen vegetables, 
from points in Arkansas, California, 
Idaho, Illinois, Michigan, Oklahoma, 
Tennessee, Texas, Washington, and 
Louisiana, to points in Louisiana, New 
York, Oklahoma, Tennessee and Texas, 
and bananas, in straight and in mixed 
loads with certain exempt commodities, 
from points in Alabama, Florida, Louisi¬ 
ana, Mississippi, New York, South Caro¬ 
lina, Texas, and Virginia, to points in 
Alabama, Arizona, Arkansas, California, 
Colorado, Florida, Georgia, Illinois, In¬ 
diana, Iowa, Kansas, Kentucky, Louisi¬ 
ana, Michigan, Minnesota, Mississippi, 
Missouri, Nebraska, New York, Ohio, 
Oklahoma, Pennsylvania, South Caro¬ 
lina, South Dakota, Tennessee, Texas, 
Utah, Virginia, West Virginia, Wiscon- 
sin, the District of Columbia, and Ports 
of Entry on the boundary between tne 
United States and Canada, also cocoa- 
nuts and nuts and fresh fruits and veg - 
tables which often move in the same 
vehicle with bananas. Harold Airis 
worth, 1650 National Bank of Commeice 
Building, New Orleans 12, La., for tian - 
feror. Edward G. Grogan, 1500 Com 
merce Title Building, Memphis 3, Tenn., 

for transferee. _ . An(y „ct 1 

No. MC-FC 63003. By order of^August j 

12, 1960, The Transfer Board 
the transfer to Fuller Motor Dehvery 
Co., a corporation, Cincinnati, O o 
Permits Nos. MC 74857 and MC 748M j 

Sub 1, Issued August 28, 1 ^ 42 J^^ p !n e i-, 
ber 19,1948, respectively, to Hans. De . 
Jr., doing business as FiUtoMo . 

livery, Cincinnati, Ohio, authom 
transportation of: Such . J? in c unip | 
modities as are transported m 
trucks, between Lawrencebui g 
mond, ind., points in 
Ohio, and those in that Part of of 

within 12 miles of the southern 
Cincinnati, Ohio; cements^ g®**. 
in Clark County, Ind., to points ; CouI1 . 

ton, Clermont, Butler, and ton an d 

ties, Ohio, and Boone, brick, I 

Campbell Counties, Ky.; from* 

concrete block, and cind t0 j 

points in Hamilton County, ° 
points in Dearborn, Ohio and 
land Counties, Ind., and B 1 ^ build- I 
and Campbell counties. includin g I 

ing contractors supplies* 
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machinery, heavy equipment, and such 
articles as become a part of finished con¬ 
struction, between points in Ohio and 
Kentucky and those in that part of In¬ 
diana on and south of U.S. Highway 40. 
Transferee is also authorized to be sub¬ 
stituted in lieu of transferor in Nos. MC 
74857 Sub 3TA and MC 74857 Sub 4. 
Leonard D. Slutz, 900 Tri-State Build¬ 
ing, Cincinnati 2, Ohio, for applicants. 

No. MC-PC 63479. By order of Au¬ 
gust 10, 1960, The Transfer Board ap¬ 
proved the transfer to Leo A. Koretz, 
Edward Koretz and Sidney Koretz, do¬ 
ing business as Koretz Bros. Express, 
Brockton, Mass., of Certificate in No. 
MC 77156, issued November 14, 1940, to 
Archie J. Powers, doing business as 
Powers Express, Brockton, Mass v au¬ 
thorizing the transportation of: General 
Commodities, excluding household goods, 
commodities in bulk, and other specified 
commodities between Brockton, Mass., 
and Lynn, Mass. Theodore E. Shasta, 
attorney for transferor, 1 Court St., 
Boston 8, Mass., and Marshall M. 
Dranetz, Attorney for transferee, 18 
Tremont St., Boston, Mass. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 60-7732; Piled, Aug. 17, 1960; 

8:49 a.m.] 


OFFICE OF CIVIL AND DEFENSE 
MOBILIZATION 

OKLAHOMA 

Notice of Major Disaster 

Pursuant to the authority vested in 
by the President under Executive 
order 10427 of January 16, 1953, Execu¬ 
te Order 10737 of October 29, 1957, Ex¬ 
ecutive Order 10773 of July 1, 1958, and 
Order 10782 of September 6, 
IS? (18 J F - R - 4 °7, 22 F.R. 8799, 23 F.R. 
Ap/’f 23 F,R * 6971); by vir tue of the 
Act of September 30, 1950, entitled "An 
stat ° aufcborize Federal assistance to 
dkaH- S and local governments in major 
Uqp?or an(i for oth er purposes” (42 
in fnvfv! 855-18555 ^ as amended; and 
Prpc:iHo h ? ranc ® of a declaration by the 
15 iQfi e n nt . m i? is i?rter to me dated July 
• reading in part as follows: 

^arious^arL de ^? lne the dama S e in the 
Verselv aff aS + tbe state of Oklahoma, ad- 
torrentiaw^ by recent tornadoes; hail, 
about May 5°° ds ’ be 8 innin S on or 

an dmagmtiTrii 9 f 0, t0 be of sufficient severity 
by the pph dG i to warran t disaster assistance 

e G Ct r s nment t0 SUPPlement 

areasVThp 1 ^ detei ' mine the following 

teen adverse^ nff °l ° k u lahoma t0 hav e 
Phe declaroH^ a ® e °ted by the catastro- 
Pfesident m h f *? aj , or disaster by the 
I960: C hls dec laration of July 15, 

^eU^Huehl of i Choctaw, Creek, Grady, 
“wagee. Pittfb “g Latimer - Oklahoma, Ok- 

Date d: August 9, i960. 

Leo A. Hoegh, 

(Ft) n Director . 

oc 6 0-7703 ; Piled, Aug. 17, 1960; 
8:45 a.m.] 


TEXAS 

Notice of Major Disaster 

Pursuant to the authority vested in me 
by the President under Executive Order 
10427 of January 16, 1953, Executive 
Order 10737 of October 29, 1957, Execu¬ 
tive Order 10773 of July 1, 1958, and Ex¬ 
ecutive Order 10782 of September 6,1958 
(18 F.R. 407, 22 F.R. 8799, 23 F.R. 5061, 
and 23 F.R. 6971); by virtue of the Act 
of September 30, 1950, entitled "An Act 
to authorize Federal assistance to States 
and local governments in major disas¬ 
ters, and for other purposes” (42 U.S.C. 
1855-1855g), as amended; and in fur¬ 
therance of a declaration by the Presi¬ 
dent in his letter to me dated July 15, 
1960, reading in part as follows: 

I hereby determine the damage in the 
various areas of the State of Texas, adversely 
affected by recent and current torrential 
rains, hail, floods, and tornadoes beginning 
on or about June 5, 1960, to be of sufficient 
severity and magnitude to warrant disaster 
assistance by the Federal Government to 
supplement State and local efforts. 

I do hereby determine the following 
areas in the State of Texas to have been 
adversely aff ected by the catastrophe de¬ 
clared a major disaster by the President 
in his declaration of July 15, 1960: 

The counties of: Bailey, Calhoun, Castro, 
Childress, Collingsworth, Crosby, Deaf 
Smith, Donley, Floyd, Hale, Hall, Hockley, 
Lamb, Lubbock, Parmer, Swisher. 

Dated: August 9, 1960. 

Leo A. Hoegh, 
Director. 

[F.R. Doc. 60-7704; Filed Aug. 17, 1960; 

8:45 a.m.] 


VOLUNTARY AGREEMENT RELATING 
TO FOREIGN PETROLEUM SUPPLY 

Deletion From Membership 

Pursuant to Section 708 of the Defense 
Production Act of 1950, as amended, 
there is published the following deletions 
from the list of companies which have 
accepted the request to participate in the 
voluntary agreement entitled, "Volun¬ 
tary Agreement Relating to Foreign 
Petroleum Supply,” dated May 8, 1956. 
The request and original list of accept¬ 
ances were published in 21 F.R. 5703, 
July 28,1956; and additional acceptances 
were published in 21 F.R. 6687, Sept. 5, 
1956; 21 F.R. 6964, Sept. 14, 1956; 21 
F.R. 7640, Oct. 4, 1956; 22 F.R. 1162, 
Feb. 27, 1957; and 25 F.R. 4937, June 3, 
1960. 

Deletions 

Creole Petroleum Corporation, 1230 Av¬ 
enue of the Americas, New York 20, N.Y. 

Sinclair Venezuelan Oil Company (for¬ 
merly Venezuelan Petroleum Co.), 600 Fifth 
Avenue, New York 20, N.Y. 

(Sec. 708, 64 Stat. 818, as amended; 50 U.S.C. 
App. Supp. 2158; E.O. 10480, Aug. 14, 1953; 
18 F.R. 4939; Reorg. Plan No. 1 of 1958; 23 
F.R. 4991, as amended; E.O. 10773, July 1, 
1958, 23 F.R. 5061; E.O. 10782, Sept. 6, 1958, 
23 F.R. *6971) 

Dated: August 10,1960. 

Leo A. Hoegh, 
Director, Office of Civil and 
Defense Mobilization. 

I F.R. Doc. 60-7702; Filed, Aug. 17. 1960; 
8:45 a.m.] 


GEOFFREY BAKER 

Appointee’s Statement of Changes in 
Business Interests 

The following statement lists the 
names of concerns required by subsec¬ 
tion 710(b) (6) of the Defense Produc¬ 
tion Act of 1950, as amended. 

No Change since last submission of state¬ 
ment, published March 8, 1960 (25 F.R. 2000). 

Dated: August 8,1960. 

Geoffrey Baker. 

[F.R. Doc. 60-7705; Filed, Aug. 17, 1960; 
8:45 a.m.] 


HAROLD S. BLACKMAN 

Appointee’s Statement of Changes in 
Business Interests 

The following statement lists the 
names of concerns required by subsection 
710(b) (6) of the Defense Production Act 
of 1950, as amended. 

No change since last submission of state¬ 
ment, published March 8, 1960 (25 FR. 2000) • 

Dated: August 1, 1960. 

Harold S. Blackman. 

[F.R. Doc. 60-7706; Filed, Aug. 17, 1960; 
8:45 a.m.] 


DAVID C. HOLUB 

Appointee’s Statement of Changes in 
Business Interests 

The following statement lists the 
names of concerns required by subsection 
710(b) (6) of the Defense Production Act 
of 1950, as amended. 

No change since last submission of state¬ 
ment, published March 24, 1960 (25 FR. 
2507). 

Dated: August 1, 1960. 

David C. Holub. 

[F.R. Doc. 60-7707; Filed, Aug. 17, 1960; 

8:45 a.m.] 

SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 812-1331] 

BROAD STREET INVESTING CORP. 

Notice of Filing of Application 

August 10,1960. 

Notice is hereby given that Broad 
Street Investing Corporation ("Broad 
Street”), a registered open-end invest¬ 
ment company, has filed an application 
pursuant to section 6(c) of the Invest¬ 
ment Company Act of 1940 ("Act”) for 
an order of the Commission exempting 
from the provisions of section 22(d) of 
the Act the proposed issuance of its 
shares at net asset value for substantially 
all of the cash and securities of Linden 
Associates ("Linden”) on the bases set 
forth below. 

Shares of Broad Street, a Maryland 
Corporation, are offered to the public on 
a continuous basis at net asset value plus 
varying sales charges dependent upon 
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the amount purchased. As of June 30, 
1960, the net assets of Broad Street 
amounted to $203,561,187. 

Linden, a Massachusetts trust organ¬ 
ized in 1925, is an investment company 
with sixteen shareholders which engages 
in the business of investing and reinvest¬ 
ing its funds. Linden is exempt from 
registration under the Act by reason of 
the provisions of section 3(c) (1) thereof. 
Pursuant to an agreement between Broad 
Street and Linden, substantially all of 
the cash and securities owned by Linden, 
with a value of approximately $2,981,418 
as of June 30, 1960, will be transferred to 
Broad Street in exchange for shares of 
the latter’s capital stock. The shares 
acquired by Linden are to be distributed 
to its shareholders, who intend to take 
such shares for investment with no pres¬ 
ent intention of distribution or redemp¬ 
tion. The number of shares of Broad 
Street to be delivered to Linden will be 
determined by dividing the net asset 
value per share of Broad Street in effect 
at the closing time into the value of the 
Linden assets to be exchanged. 

The value of Linden’s assets will be de¬ 
termined in substantially the same man¬ 
ner as used for calculating net asset 
value for the purpose of issuance of 
Broad Street’s shares. Since the ex¬ 
change will be tax free for Linden and 
its shareholders. Broad Street’s cost basis 
for tax purposes on the assets acquired 
from Linden will be the same as for Lin¬ 
den, rather than the price actually paid 
by Broad Street for the assets. 

Of the assets to be acquired from Lin¬ 
den. Broad Street intends to retain in 
its portfolio, subject to changes in in¬ 
vestment conditions and considerations, 
securities having a value of $2,349,757 
as of June 30, 1960. Of this amount, 
$1,850,281, or approximately 62.1 per¬ 
cent, represented net unrealized appre¬ 
ciation as compared to net unrealized 
appreciation on Broad Street’s portfolio 
securities of $57,214,602, or approxi¬ 
mately 28.1 percent of their value as of 
the same date. The realized but undis¬ 
tributed long-term capital gain of Broad 
Street on the same date amounted to 
$1,961,652, or approximately 1.0 percent 
of its assets. Approximately $401,661 of 
the securities acquired from Linden will 
be sold by Broad Street. The net unreal¬ 
ized appreciation on such securities as 
of June 30, 1960, amounted to $254,490. 
Since Broad Street will acquire these 
securities at a tax-cost basis less than 
the price actually paid therefor, their 
sale after acquisition will result in arti¬ 
ficial capital gains and consequent tax 
liability thereon to the present share¬ 
holders of Broad Street. In respect of 
the securities of Linden that Broad Street 
presently intends to sell on acquisition 
and the resulting artificial capital gain 
thereon, there shall be subtracted from 
Linden assets an amount equal to 12% 
percent of the difference between net 
unrealized taxable capital gain on said 
securities and the portion of the realized 
but undistributed taxable long-term 
capital gain of Broad Street allocable to 
the aggregate shares of Broad Street to 
be issued to Linden. In respect of the 
securities of Linden that Broad Street 
presently intends to hold following ac¬ 


quisition, there shall be subtracted from 
Linden assets an amount equal to 12% 
percent of the difference between net 
unrealized taxable capital gain on said 
securities and the portion of the Broad 
Street unrealized appreciation "applica¬ 
ble to the aggregate shares of Broad 
Street to be issued to Linden determined 
on a pro forma basis. The adjustment is 
intended to offset the adverse impact on 
Broad Street’s investors of a possible 
capital gains tax on artificial gains 
should Broad Street hereafter sell the 
securities being acquired. 

If the valuation under the agreement 
had taken place on June 30, 1960, Linden 
would have received 226,012 shares of 
Broad Street. 

Applicant points out that the pro¬ 
posed acquisition is in the best interests 
of its shareholders because the resulting 
increase in its assets will tend to reduce 
per share expenses, since it is furnished 
investment research and administrative 
facilities and services at cost. 

The application recites that the terms 
of the entire transaction were arrived at 
through arm’s-length bargaining be¬ 
tween Broad Street and Linden. The 
application further states that there is 
no affiliation or relationship of any kind 
between the officers and directors of 
Broad Street and the officers, directors, 
and stockholders of Linden. 

Section 22(d) of the Act provides, in 
pertinent part, that no registered invest¬ 
ment company shall sell any redeemable 
security issued by it to any person except 
at a current offering price described in 
the prospectus, with certain exceptions 
not applicable here. Under the terms of 
the Agreement, however, the shares of 
Broad Street are to be issued to Linden 
at a price other than the public offering 
price stated in the prospectus, which lists 
a sales charge of 2.22 percent for sales 
of $250,000 or over. 

Section 6(c) of the Act authorizes the 
Commission by order upon application to 
exempt, conditionally or unconditionally, 
any transaction from any provision of 
the Act or of any rule or regulation 
thereunder, if and to the extent that the 
Commission finds that such exemption is 
necessary or appropriate in the public 
interest and consistent with the protec¬ 
tion of investors and the purposes fairly 
intended by the policy and provisions of 
the Act. 

Notice is further given that any inter¬ 
ested person may, not later than Au¬ 
gust 26, 1960 at 5:30 p.m., submit to the 
Commission in writing a request for a 
hearing on the matter accompanied by 
a statement as to the nature of his in¬ 
terest, the reason for such request and 
the issues of fact or law proposed to be 
controverted, or he may request that he 
be notified if the Commission should 
order a hearing thereon. Any such com¬ 
munication should be addressed: Secre¬ 
tary, Securities and Exchange Commis¬ 
sion, Washington 25, D.C. At any time 
after said date, as provided by Rule 0-5 
of the rules and regulations promulgated 
under the Act, an order disposing of the 
application herein may be issued by the 
Commission upon the basis of the show¬ 
ing contained in said application, unless 
an order for hearing upon said applica¬ 


tion shall be issued upon request or upon 
the Commission’s own motion. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary . 

[F.R. Doc. 60-7727; Filed, Aug. 17, 1960; 
8:48 a.m.J 


[File No. 70-3897] 

COLUMBIA GAS SYSTEM, INC. 

Notice of Proposed Execution of 

Surety Bond by Holding Company 

for Public Utility Subsidiary 

August 11, 1960. 

Nqtice is hereby given that The Co¬ 
lumbia Gas System, Inc. (“Columbia”), . 
a registered holding company, has filed 
a declaration pursuant to the Public 
Utility Holding Company Act of 1935 
(“Act”), designating section 12(b) of 
the Act and Rule 45 promulgated there¬ 
under as applicable to the proposed 
transaction, which is summarized as 
follows: 

Amere Gas Utilities Company 
(“Amere”), a wholly-owned gas utility 
subsidiary company of Columbia, has : 
filed with the Public Service Commission 
of West Virginia (“West Virginia Com- 
mission”), an application for increased 
gas rates estimated to produce increased j 
annual revenues of approximately 
$83,200. The West Virginia Commission, 
by order issued on April 28, 1960, sus¬ 
pended collection of Amere’s proposed 
rates until September 2, 1960 when, 
under applicable West Virginia law, 
Amere may commence collection of the ( 
higher rates provided for in the rate 
filing subject to the obligation to refund 
with interest, any portion of the higher 
rates which may ultimately be deie - j 
mined to be excessive. The West Vu- . 
ginia Commission may, and customarily i 
does, require the posting of a bona a 
security for the obligation to refund ad 
it has indicated its willingness to acc P j 
Columbia as surety. Cdumbia, thei -j 
fore, proposes to act as surety on a 
not to exceed $100,000 without fee or 
other charges to Amere in order to ie 
lieve Amere of paying the customary 
of an insurance company. 111 ^he f 
any portion of the increased rates shoul 

ultimately be determined to be excess 

Amere will make refunds mthe oidm y | 
course of business out of ns geneu 

«».«» 

penses to be incurred rn conni ti 
the proposed transaction wil Gas 

to $100 for services of fche Gn i tendered 
System Service Corporation ren 
primarily in connection with the p 

CI1 The declaration states that other than j 

for the acceptance of the p ^ 
surety bond by the West and no 

mission, no State com1 ?? t}mn this 
Federal commission, other 4 a the 
Commission, has jurisdiction ove 
proposed transaction. inter- ) 

P Notice is further 

ested person may, notlater than | 

29, 1960, at 5:30 P;™;-™“1ring be held 
mission in writing that a 
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in respect of such matter, stating the 
nature of his interest, the reasons for 
such request, and the issues of fact or 
law raised by the declaration which he 
desires to controvert; or he may request 
that he be notified if the Commission 
should order a hearing thereon. Any 
such request should be addressed: Sec¬ 
retary, Securities and Exchange Com¬ 
mission, Washington 25, D.C. At any 
time after said date the declaration, as 
filed or as it may be amended, may be 
permitted to become effective as pro¬ 
vided in Rule 23 of the rules and regula¬ 
tions promulgated under the Act, or the 
Commission may grant exemption from 
its rules as provided in Rules 20(a) and 
100 thereof, or take such other action as 
it may deem appropriate. 

By the Commission. 

[SEALl ORVAL L. DUBOIS, 

Secretary. 

(P.R. Doc. 60-7728; Piled, Aug. 17, 1960; 

8:49 a.m.J 


[File No. 1-3865J 

SKIATRON ELECTRONICS AND 
TELEVISION CORP. 

Order Summarily Suspending Trading 

August 12,1960. 

The common stock, par value 10 cents 
per share of Skiatron Electronics and 
Television Corporation, being listed and 
registered on the American Stock Ex¬ 
change, a national securities exchange; 
and 

The Commission being of the opinion 
that the public interest requires the sum¬ 
mary suspension of trading in such secu¬ 
rity on such Exchange and that such 
action is necessary and appropriate for 
the protection of investors; and 

The Commission being of the opinion 
further that such suspension is necessary 
in order to prevent fraudulent, deceptive 
or manipulative acts or practices, with 
the result that it will be unlawful under 
section 15(c)(2) of the Securities Ex¬ 


change Act of 1934 and the Commission's 
Rule 15c2-2 thereunder for any broker 
or dealer to make use of the mails or of 
any means or instrumentality of inter¬ 
state commerce to effect any transaction 
in, or to induce or attempt to induce the 
purchase or sale of such security, other¬ 
wise than on a national securities 
exchange; 

It is ordered, Pursuant to section 19(a) 
(4) of the Securities Exchange Act of 
1934 that trading in said security on the 
American Stock Exchange be summarily 
suspended in order to prevent fradulent, 
deceptive or manipulative acts or prac¬ 
tices, this order to be effective for a pe¬ 
riod of ten (10) days, August 14, 1960 
to August 23, 1960, both dates inclusive. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 60-7729; Filed, Aug. 17, 1960; 

8:49 a.m.j 
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Announcement 


CFR SUPPLEMENTS 

(As of January 1, 1960) ~ 

The following Supplement is now available: 

Titles 1-3, $1.25 

Previously announced: Title 3 ($0.60); Titles 4-5 
($1.00); Title 7 , Parts 1-50 ($0.45); Parts 51-52 
($0.45); Parts 53-209 ($0.40); Parts 210-399, 
Revised ($4.00); Parts 400-899, Revised ($5.50); 
Parts 900-959 ($1.50); Part 960 to End ($2.50); 
Title 8 ($0.40); Title 9 ($0.35); Titles 10-13 
($0.50); Title 14, Parts 1-39 ($0.65); Parts 40- 
399 ($0.75); Part 400 to End ($1.75); Title 15 
($1.25); Title 16, Revised ($6.50); Title 17 
($0.75); Title 18 ($0.55); Title 19 ($1.00); 
Title 20 ($1.25); Title 21 ($1.50); Titles 22-23 
($0.45); Title 24 ($0.45); Title 25 ($0.45); Title 
26 (1939), Parts 1-79 ($0.40); Parts 80-169 
($0.35); Parts 170-182 ($0.35); Parts 300 to End 
($0.40); Title 26, Parti (§§ 1.01-1.499) ($1.75); 
Parts 1 (9 1.500 to End)-19 ($2.25); Parts 20- 
169 ($1.75); Parts 170-221 ($2.25); Parts 222- 
299 ($1.75); Part 300 to End ($1.25); Titles 28- 
29 ($1.75); Titles 30-31 ($0.50); Title 32, Parts 
1-399 ($2.00); Parts 400-699 ($2.00); Parts 
700-799 ($1.00); Parts 800-999, Revised 

($3.75); Parts 1000-1099, Revised ($6.50); Part 
1100 to End ($0.60); Title 32A ($0.65); Title 33 
($1.75); Title 35, Revised ($3.50); Title 36, Re¬ 
vised ($3.00); Title 37, Revised ($3.50); Title 38 
($1.00); Title 39 ($1.50); Titles 40-41, Revised 
($0.70); Title 42, Revised ($4.00); Title 43 
($1.00); Title 44, Revised ($3.25); Title 45, Re¬ 
vised ($3.75); Title 46, Parts 1-145 ($1.00); 
Parts 146-149, Revised ($6.00); Parts 146-149 
(1950 Supp. 1) ($0.55); Part 150 to End ($0.65); 
Title 47, Parts 1-29 ($1.00); Part 30 to End 
($0.30); Title 49, Parts 1-70 ($1.75); Parts 71- 
90 ($1.00); Parts 91-164 ($0.45); Part 165 to 
End ($1.00); Title 50 ($0.70); General Index 
($ 1 . 00 ). 

Order from the Superintendent of Documents, 
Government Printing Office, Washington 25, D.C. 
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